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ELEMENTS OF INDIAN ECONOMICS 



CHAPTER I 

RESOUECES AND POPULATION 

§1. Meaning of ‘Indian economics’. — ‘Indian economics’, 
as generally understood, may be described as a study of 
Indian economic problems. It iwesents an analysis of the 
existing economic situation of India and discusses means and 
methods of improving it. Every country must in this 
manner consider its own economic problems. Our object in 
such a study is not merely knowledge for its own sake. This 
is legitimate enough, but in addition we desire to find out 
how best to proceed in order to make the country and its 
people richer and happier.^ 

82. Scope of the chapter. — ^In this chapter it is proposed 
to deal with India’s physical environment and natural 
resources, her population, and the economic aspects of her 
social and religious institutions. 

Phxsic.<vl EnvironiiIent and Natural Resources 
Economic Geography of India 

§3. Area and population, — ^We have already considered 
the importance of natural resources and the part plaj’ed by 
them in shaping the economic life of a country. “ We shall 
begin our inquiry into the economic position of India by a 
brief description of her physical environment. 

British India is 1,094,300 square miles in area with a 
population of 271,526,933 (according to the Census of 1931), 
while 711,032 square miles of territory with a population of 
81,310,845 is under Indian States and Agencies. The length 
of the country from north to south is about 2,000 miles, and 
about 2,500 miles from east to west. India has a land 

' The term ‘Indian economics’ may suggest that we are thinking of an 
altogether new science of economics. But actually this is not so, and 
indeed we do not want — nor do we possess — any new system of economic 
doctrines. In India, as elsewhere, the general science of economics as we 
already know it is serviceable enough and in fact indispensable. Anybody 
wishing to study the economic conditions in India will be seriously handi- 
capped unless he is well acquainted with the principles of economics. This is 
the relation between the general science of economics and ‘Indian economics’. 
— See Jathar & Beri, Indian Economics, vol. I, ch. i. 

’ See Part I, ch. v, §6. 
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fcontjec o£ abdut 6 000 nules md the length of her coastline 
roughly 5 000 miles She is thus a world in herself, being 
fifteen tnrtes as large as Great Britain and equal to the whole 
o!^ 'Europe excepting Russia Her total population (35J 
milirons) iB about one fifth of the world population 

§4 Geographical location — ^The natural boundaries of 
India stand out prominently on her map On the land side 
there are the m untain ranges of tlie Hiioalayaa on the north 
and the Hindu Kush and Snlairoan mountains on the north 
west The north eastern frontier is composed of the moun 
tains which shut Burma off from the rest of Asia The 
only gateways to India by land (i e the Khyber and the 
Bolan passes) are on the north west frontiers from Afghan 
Stan and Baluchistan The Indian coast is surrounded by 
the two great arms of the Indian Ocean the Arabian Sea on 
the west and the Ba\ of Bengal on the east India is thus 
leadily approachable from her sea boundaries 

India occupies a ligbly faaourable situation as regards the 
test of the world for purposes of international trade standing 
as she does at the centre of the eastern hemisphere she 
commands trade routes running in all directions and the eea 
routes are by far the most important on account of her 
extensive seaboard ^sce Map X> 

India however suffers from a deficiency of natural 
harbours capable of accommodating large modern vessels 
Karachi Bombay Goa and Cochin are the only important 
ports on the western coast The east coast is surf bound and 
without any natural harbours The harbour of Madras owes 
its present position largely to an expensive outlay on its sea 
walls \izagapatam on the same coast is gradually gaming 
importance as another artificial harbour thanks to an ambi 
tious project that is now being earned out by stages 
Calcutta on the Bay of Bengal is naturally well situated but 
suffers from bars which form in the Hooghly and make 
constant dredging operations necessary Chittagong is in a 
similar case Rangoon and Monlmem although good bar 
hours in themselves are distant from the sea and suffer from 
unsatisfactqry communication with the interior We can 
therefore reiidily realize wl^ as much as six sevenths of 
India 6 foreign trade is confined to five ports namely Calcutta 
Bombay Rangoon Madras and Karachi (see Map I) A 
vigorous policy aiming at the construction of new harbours 
and the revival of the old n^lected ones is urgently called 
for in the interests both of her coastal and oceanic trade 
The present shipping position of India is very unsatisfac 
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toiy, and she has hardly any mercantile marine worth the 
name to maintain her old traditions of maritime activity. 
The need for a more forward shipping policy is discussed m 
Chapter V. 

As regards inland coramunicalion, the principal po>ls of 
India are already connected wuth the inland trade centres by 
a network of railways and roads. Northern India enjoys 
good facilities for internal communication owing to navigable 
rivers like the Indus and the Ganges, and her vast plains 
lend themselves to the easy construction of roads and rail- 
waj's. Peninsular India is at a disadvantage in this respect 
owing to the rugged and mountainous nature of the country 
and its lack of large perennial rivers. The state of rail and 
road communications in the rural areas of India is backward 
and needs immediate attention. ‘ The post and telegraph are 
now sufficiently familiar and widespread in India, while the 
telephone and wireless, which have become such important 
adjuncts of modern trade and economic activit}’, are still in 
a backward state of development, the use of the telephone 
being confined to the larger towns. On the whole, as a result 
of these modern facilities for inland communications, the 
economic isolation of the village is largely a thing of the past. 

,§5. Four well-marked divisions of India. — India falls 
into the following four well-marked divisions : (i) the Penin- 
sula, (ii) the Lido-Gaugetic Plain, (iii) the Himalayan Eange, 
and (iv) Burma (see Map II). 

(i) The Peninsula. — Tin's is an elevated plateau (called 
the Deccan, or the plateau of the south) separated from the 
Indo-Gangetic Plain by the Vindhya and Satpura ranges. 
It is flanked by the coast ranges known as the Western and 
Eastern Ghats. It is thus triangular in shape with Cape 
Comorin as its apex. This tableland of the peninsula is 
generally uneven and rocky, with more or less forested hill 
peaks and ranges, and it tilts like the roof of a house from 
ivest to east. The Western Ghats, which form a gigantic 
and continuous sea-wall, intercept the monsoon clouds, which 
are compelled to deposit their moisture on the mountain 
barrier and the narrow strip of land between the Ghats and 
the sea (known as the Konkan), thus making the inland 
region peculiarly liable to droughts and famine. 

The principal peninsular rivers are the Narbada, the 
Tapti, the Mahanadi, the Godavari, the Kistna and the 
Cauvei'y (see Map ATT). They depend on the rains, and are 


’ Seo also cli. v, 555, S 
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pbically, and presents manj- marked contrasts with India 
proper.^ The Burmese people, whose principal home lies in 
the fertile valle}' of the navigable river Irrawaddy, belong 
to a diflerent race and their civilization also differs from that 
of the Hindus. Burma, which is essentially a mountainous 
country, has vast natural resources in forests and minerals 
(e.g. petroleum) still awaiting economic exploitation, itic-e 
is the principal agricultural product. Other crojis are 
sugarcane, tobacco and millets. 

tjG. Climate and seasons. — It is impossible to make any 
general statement about the climate of India because within 
its boundaries almost any type of climate that is Imown to 
the tropics or the temperate zone may be found. But on 
the whole the Indian climate may be de.scribed as .semi- 
tropical. Peninsular India, being situated within the tropics, 
has a higher mean temperature throughout the year and 
shows small variations in the different seasons. Northern 
India, on the other hand. i.< characterized iiy extremes of 
temperature during .summer and winter. At Jacobabad the 
‘thermometer sometimes rises to 12-5*^ in the shade during the 
hot weather and falls to 2.5° in the cold weather. Where 
the seasons are clearly defined in India they are three in 
number : fi) a cool dry season (winter) when northerly winds 
prevail; (ii) a wet season, sultry and oppressive with the 
inflowing south-we.st monsoon; and (iii) a hot dry season 
before (he beginning of the rains, which usually come sud- 
denly with heavy thunder-storms. 

§7, Rainfall. — The rainfall like the climate shows sti-ik- 
ing variations. For 'example, Cherrapunji in the Assam hills 
registers a rainfall of 460 inches annually, while Upper Sind 
gets less than .3, inches. Climatically the Indian peiiin.sula 
is part of the gi'eat monsoon area of Asia and exhibits 
the mon.coonal control in a more perfect form than any 
other xjart of this area. The I’ainfall of India, unlike 
the rainfall in England, where rain may be expected at 
any time, has a definite jicriodicity due to thi^ monsooual 
control. The term ‘monsoon’ technically applies to the 
reversal of the winds which takes place throughout the mon- 
soon area and which divides the climatic year into two 
distinct periods, that of the south-west monsoon, and that 
of the north-east monsoon. During the hot season the land 


’ Burma is shortly to be sepanated from British India and is to be 
piven a separate constitution. Her trade with India will be governed by 
a special trade agreement. 
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gets hotter than the waters of the Indian ocean to the south 
Moisture laden u inds t> erefore Won from the Indian ocean 
into the Ion pressure laud area to displace the hot light air 
in It m the month of Jane By July the south west 
monsoo7i is fully established over India the winds being 
generally south west over the Deccan south over the Ganges 
delta and south east up the Ganges valley The Indus 
haem is the last area reached by these winds and the first 
from which thev retreat so that here the yearly rainfall is 
verv low It la heaviest on the Western Ghats (which are 
first struck by the monsoon) the Himalavas and in Burma 
In September the force of the monsoon begins rapidly to 
de line The south west monsoon which reaches every part 
of India accounts for nearly 90% of the total rainfall It 
strikes India m two cnrrents (i) the Arabian Sea branch 
and (u) the Bay of Bengal branch The former crosses the 
west coast of India gmng rain to the peninsula the Central 
Provinces and Eajputana The Bengal branch gives copious 
rainfall to Burma Bengal Assam and Bihar until it is 
arrested by the Himalavas It then tarns towards the west 
and meeting with the krabian Sea branch gives a moderate 
rainfall to the whole tract from Bengal to the Punjab f 

The north east monsoon which yields about 10% of the 
total annual rainfall is really the south west monsoon in 
retreat During tie winter the land becomes cooler than 
the sea and moisture bearing winds blow from the land to 
the sea thus giving nse to the north east monsoon This 
winter monsoon giies ram to north and south ^ladras from 
October to December OAei parts o! India such as 
Hyderabad State Berar and some jvarts of the Central 
Provinces Bombay and the Punjab also benefit from the 
1 orth east monsoon 

The monsoon determines the harvesting seasons in India 
One bet of crops is sown m June and reaped in autumn 
namely rice cotton and bajra This is called the season of 
the khanf crops The second set of crops namely wheat 
barlev and Imseed is semn when the monsoon ends about the 
middle of September and is reaped between January and 
March Th s is the season of the rabt crops The annual 
rainfall is a matter of vital importance to the country Blue 
tuations in quantity distribntion and t mehness bring misery 
or prosperity to the millions of people who are mainly depen 
dent on agriculture The rainfall enters into every aspect of 
life in the counfn for the prosperity of industry trade and 
finance depend on that of agncolture which in its turn is 
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largely at the mercy of the monsoon, and particularly of the 
south-west monsoon. 

The lack of uniformity in the annual rainfall has given 
rise to the followung classification ; (i) Areas of assured rain- 
fall such as Burma, 'Assam, eastern and lower Bengal and 
the western coast strips; (ii) Areas of precarious rainfall such 
as Udaipur, Ajmer, and the Bombay Deccan excluding the 
"Western Ghats; and (iii) Areas of drought such as upper 
Sind, western Bajputana and western Punjab (see ISfap ID). 

§8. Soils. — The geological survey of a country include.s 
the consideration of its surface and sub-soil. The soils of 
India belong to the following geological types ; 

(i) The alluvial iracLs. — ^'These arc the most extensive 
and agriculturally the most important. They occupy the 
greater portion of Sind, Gujarat, Bajputana, the Punjab, the 
United Provinces, Bengal; and the Godavari, Kistna, and 
Tanjore districts of Madras. An alluvial strip extends along 
the eastern and western coasts of the peninsula,. The alluvial 
soils, rich in chemical and organic ingredients, arc veiy 
fertile, and with a moderate and well-distributed rainfall arc 
capable of growing most of the hharif and rabi crops. 

(ii) The Deccan trap formation covers the greater part 
of the Bombay Presidency, the whole of Berar, the western 
third of the Central Provinces and the western part of 
Hyderabad (Deccan). The soils in this area vary greatly in 
character and fertility. Tnie Black Cotton soil occurs within 
the area of the Deccan tnip below the general level of the 
foot-hills. It is famous as being suitable for the cultivation 
of cotton and jowar in the valleys of the Tapti and Narbada, 
in the plains of Gujarat, Kathiawar and Karnatab, and in 
a few districts of the IMadras Presidency. It can also grow 
wheat, linseed and gram, and has a great capacity for 
absorbing and retaining moisture. 

(iii) The crystalline tract. — The remaining soils belong to 
what is known as the crystalline tract, comprising almost 
the wdiole of iUadras, Mj'sore, south-eastern Bombay, eastern 
Hyderabad and two-thirds of the Central Provinces. Though 
on the whole their fertility is of a low order, certain varieties 
(e.g. the red or the red-brown loams and clay loams in 
Mysore and Madras) are veiy^ fertile. Crystalline soils of 
moderate fertility yield rice as their chief crop where canal 
irrigation is available, and also other valuable crops with 
the help of tank and well irrigation. 

§9. Mineral production. — ^In the opinion of the Indus- 
trial Commission (1918), the mineral deposits of India are 
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•sufficient to maintain most oI the hei industiies in the 
countn Up to tlie earl} eighties practicall} nothing had 
been done foi their deTelopment Stib<ieqiient investigatjons, 
hones er hare led to the discover} ind opening up of man} 

J inds of mineral deposits nbich make possible the rise of a 
iiunibei of metallurgical industries in the countrv The 
lecent development of the transport system, the war of 
1014 IS and the industrial progresa of India have stimulated 
mineial production 

Tie mineraU pioduced in India include coal, iron man 
gaae e gold siher lead zinc petroleum mica, wolfram 
6uli>tiate=. salt saltpetre building stones and cement making 
materials Map Ii The total values of the mineral!, pro 
duced in the years 19 ^ and 1934 were Rs 2216 and 
Rb ’3 o4 crori,!, respectively ^ few words, ma} be said here 
about the principal minerals 

(i) Coal —W ith tlie exception of the United Kingdom 

Indio, pioduces mote coal than an} other pirt of the British 
Umpiic The quantit} of coal produced m 1933 was about 
10 8 million tons valued at over Rs 6 crores UMost of the 
Indiiu coal comes from Bengal Bihir and Orissa (the 
Gondwaiifl coalfields) Outside these provinces the most 
impoitant mines are in the Central ProviDces Hyderabad 
State Central India the Punjab Rajpntana Bmona Assam 
and Baluchistan^ Indian coal is thus very unevenl} distn 
buted the deficiencv bein" speciallv marked in the case of 
the peninsula Bombay can draw bvdro electric power from 
the Wcstein Ghats but the Madias Presideuc} is great!} 
handicapped in its industrial development (e g in the ex 
ploitation of its iron ore deposits) b} lack of coal C-Indian 
coal 18 generallv poorer in than foreign coal yjDnly 

the Bengal coal can compare with foreign coal in the pro 
dnction of good metallnTgical coke On the recommendation 
of the Indian Coal Committee a Coal Grading Board was 
established in Idif m order to improve the quality of Indian 
coal supplied in the market It is also necessarv to devise 
measures for the conservation of India s resources of good 
quahtv coal 

The coal vwdw%tr', iw Iwdvv owe®, vta origin to the 
constiuetion of railwa}s in the countrv though its subsequent 
progress has been stimulated bi the increased demand from 
the expanding iron and steel and other industries 

(ii) Iron — B} far the most important of the iron 
deposits are those that ocenr in Sin^hbhum and Keonjhar 
Bomi and Mayurbhunj States of Bihar and Orissa where 
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recent discoveries inchulc what api^ears to be a range of iron 
ore running almost continuously for forty miles. Other 
sources are Bengal, Burma, the Central iW’inces, IMadras 
and iSIysore State. The Barakar Iron Works, started in 
1874 (which have been transformed into the present Bengal 
Iron Company, Ltd.) led to the introduction of the modern 
iron industry into India. The remarkable development ot 
the Tata Iron and Steel Company, inaugurated at Sakcln 
(Jamshedpur) in 1911, has given a grreat stimulus to the pro- 
duction of ii’on ore, of which the total production amounted 
to -Vn million tons in 1934. 

(iii) Manganese . — Tims is a very valuable industrial 
mineral and is mainly reijmred for the manufacture of .steel. 
It is also used in the heavy chemical, electrical and glass 
indu.stries. India at one time (J907) displaced Itussia as the 
first among the world’s producers of this metal, but later she 
gave way to Eussia. The record output of I'J million tons 
wa.s reached in 1927. but owing to the economic depression 
of recent years, the output fell to only 218,307 tons in 1933 
and the industry is still in a stagnant condition though there 
was a partial recovery in 1934, the output having increased 
to 406,000 tons. The principal mangauese-pioducing areas 
are the Central Provinces, Madras, Bombay and Tih'sore. 

(iv) Gold . — India contributes only about 3% of the 
world's production of gold, the grgat Inilk of which is mined 
in the Kolar field in eastern Mysore. India produced 336,108 
ounces of gold, valued at Es. 2'7G crore.s, in 1933. 

(v) Pclroleuni . — There are two distinct oil-beaiang areas 
in India on either side of (he Himalayan arc; one on the 
east, and by far the most important, includes .'\..s.cam and 
Burma and contributes Q5% of the output; the other on the 
we.st includes the Punjab and Baluchistan. The most 
successful oilfields are found in the Irrawaddy valley in 
Burma, from which nine-tenths of the indigenous petroleum 
is obtained. India produced 322 million gallons of petroleum 
in 1934 (as compared with 118 million gallons in 1904), 
which is the highest figure in the history of the industry. 
Her contribution to the w’orld’s production of petroleum was 
only 0'G2% and she occupied the twelfth place in 1933. The 
internal consumption of petroleum and petrol has increased 
enormously in recent years, and large quantities are still 
imported from abroad in spile of the extension of home 
supplies. 

(rn) Mica . — This mineral is principally used in the 
electrical industry as an insulating medium. India is the 
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leatlin" producer of laic'i with an output of more than three 
fifths of the world 6 total 

(vii) Saltpetre — Saltpetre is in considerable demand for 
industrial purposes for the manufacture of glass, for the 
preservation of food and for manurial purposes It is pro 
duced mainly in Bihar the United ProMnees and the Punjab 
\’^e'irl} the whole of the output is exported, a small part 
bemg retained in the country for use as a fertilizer, 
especially in the Assam tea gardens There was a time when 
India possessed a practical monopoly of the world s supply 
of nitrates required for the manufacture of explosives and 
ibciiiical manure Partly owing to the imposition of a 
export duty and partly owing to other causes, Indian 
production declined The competition of Chile nitrates and 
1 rench potash salts in foreign matVets has adversely affected 
Indian exports of saltpetre 

(mu) Salt —About three fourths of the salt consumed in 
the country is produced internally The total output of salt 
produced in India (including Aden) was 1 71 million tons in 
1033 the imports in the same year being 396 818 tons 
About 60°^ of the Indian salt is obtained by evaporation of 
sea water on the coasts of Bombay, Madras and Buima A 
second source is the rock salt obtained from the Salt Bunge 
ind the Kohat mines m the Punjab The other two sources 
lie brine salt from the Sambhar lake id Bajputana and silt 
brine condensed on the border of the lesser Bann of Cutch 
1 oieign salt is laigely imported for the Bengal and Burma 
markets In 1929 30 the Tariff Board which considered the 
(juestion of making the country self sufficient in respect of 
vaU expressed the Mew that the whole demand of the Bengal 
in irl et (which is for fine white salt) could be met by India 
ind \den The salt industry recened protection in India by 
the imposition m 1931 of an additional import duty of 
4^ annas per maund on foreign salt reduced to 21- annas in 
1033 

(iv) Cement maJ mg materials — Chalk, limestone and 
clay are found extensively in India in the Bundi State (Eaj 
jiiitana) and also at Ratm Other areas are Porbandar m 
Kathiawar and the vicinity of Lucknow and Cawnpore m 
the United Provinces The cement industry has a promising 
future 

(x) Other mmrrdls — Other minerals of subordinate 
importance are lead tin copper zinc silver, bauxite (alu 
niimum) jade chromite, potash amber, diamonds, rubies 
and sulphur 
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§10. Vegetable resources— India grows a large variety 
of vegetable products belonging to the sub-tropical and 
temperate zones, as the following enumeration will show : 

(i) Food-grains.— Bice in Bengal, Bihar, Orissa and 
Burma, and to some extent in Madras and Bombay; 
wheal, in the north-west parts of India; millets, such as 
jowar and bajra, in Bombay’ and Madras; barley, in the 
United Prownces and Bihar; ragi, in Madras, the United 
Provinces and Bombay; maize, in Bihar and Orissa, the 
United Provinces and the Punjab; gram, in the Punjab, the 
I nited Provinces, Bihar and Orissa and the Central Provinces. 

tii) Herbs. — Condiments and spices, in ^^adras, Bombay 
and Bengal; sugarcane, all over India, especially in the 
United Provinces; coffee, in Madras and .Coorg; tea, in Assam 
and Bengal. 

(iii) Seeds. — Oil-seeds such as linseed, sesamum, rape 
and mustard, ground-nut, castor in Afadras, the United Pro- 
vinces, the Central Provinces, Bombay and Burma. 

(iv) Fibres. — Cotton, in Bombay, Berar, the Punjab and 
Aladras; jute, in Bengal. 

(v) Miscellaneous. — Opium, in the United Provinces; 
tobacco, in Bengal, Bihar, Bombay and Madras; fodder 
crops, in the Punjab and the United Provinces; cinchona, in 
southern India and Burma; india-rubber, in Assam, Khasi 
Hills and Burma; and forest products.^ 

^ §]I. Forests. — Among the most valuable natural 
resources of India must be reckoned her maenificent forests, 
whoso character is largely governed by rainfall and elevation. 
Where the rainfall is heavy, evergreen forests of palm, ferns, 
bamboos and india-rubber trees are found. Under loss 
copious rainfall, deciduous forests appear containing teak, sal, 
etc. Of the whole area of British Lidia, more than one-fifth 
is under the control of the Forest Department, Burma and 
Assam being the leading major provinces in thi.s respect. 

In the economy’ of man and of nature, forests are of 
direct and indirect value. The direct utility of forests is 
chiefly due to their produce, such as limber and firewood and 
the raw materials they afford various indinstries, and the 
grazing for cattle they provide. They also offer employment 
to a large number of persons working in and near them and 
to others engaged in working up the .raw products. Forest 
produce is divided into two main heads : (i) Alajor produce, 
i.e. timber and firewood; and (ii) Minor produce such as lac, 


* Tor further particulars regarding the various crop." 


;ee ch. iii, §3. 
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taDnin'' matenal-« es ential oils, turpentioe and resjn 
rorest^rcbearch lus i)ro\ed the utihtj of b'lmboo for the 
iiunufacture of papei palp, and the Government has since 
1923 granted protection to the Indian bamboo paper pulp 
industry on the recommendation of the Tariff Board ibe 
indirect iitiliti of forests is also not negligible Tliej make 
the climate more equable prevent the soil from being washed 
away by liearj rams help to regulate the uafei supply by 
rendering tla flow j1 uitei in rners more continuous, 
increase the fertihty of the wnl afford shelter to cattle and 
useful bird-, and produce » healtln aesthetic influence upon 
the people 

llie consenation of foresto is therefore of the utmost 
uajiortance to e\erj toonlry Natures heritage must be 
piotected again't the rapacity of mankind The process of 
leckltss destruction of forests had gone on for centuries m 
India before the idient of the Buti'h rule In the eirly 
\ears of the British rule this deatruciion became intensified 
ouing to increa^ of population estension of cuUiaation, 
imiltiphcation of herds of citfle and increi«iDg demand for 
timber and fiieuood for railirais It uas during Lord 
Dilhoiisies regime tint the Goiernment leahred the neccs 
bit! of adopting a polici of fore t consenation The fii-st 
oigani/ed steps were taken about the lear 1855 In 18P)4 
i Forest Department under in Insiiei tor General of TorestR 
was established in the major provinces Since then the 
Foiest Department has giovin and now cont^oI^ os mentioned 
ibovi mjre than one fifth of the total area of British India 
Indian forests are classified as (i) Pe''tr\ed (u) Protected, 
and (ill) Drclas«ed State Forests in descending order as 
rcgiids the control exercised bv the Goaernmenl over the 
rights of individual nud public use The object of forest 
idministration is to eliminate the danger of o\er working the 
forests and to improve then yielding capacity The Forest 
Research Institute established in 1906 at Dehra Dun, Ins 
been doing useful research work The Agricultural Commis 
Sion (1928) stressed the importance of increasing the utility of 
forests to the agricuUune.* and at the same time of bringing 
him to take an enlightened view of forest administration 

§12 Animal resources — ^The importance of animal life 
to an agricultural countn like India cannot be exaggerated 
(Ihe varietv of Indian coiuhtions has naturalh deseloped a 
great variety of animal life Ihe most important animals 
arc (i) Cows and InuTiIots mainly prized for milk (a) 
Bullocks which play an important part in the agricultural 



RESOURCES AND POPULATION 


403 


economy of India both as draught animals and on the field; 
(iii) Goats and sheep wliicli, apart from yielding meat and 
wool, supply together witii cattle ])ractically all the manure 
used by the Indian culiivalor. Other animals are donkejs, 
used as pack-animals everjnvhcrc; camels, used for transport 
across deserts (o.g. Hind) and generally m northern India; 
and fish, which are of immense importance us articles of 
diet in Bengal. Assam and the coast strips of the peninsula. 
The extensive forests of India shelter a large variety of wild 
animals, repliles and birds. 

J' ijI3. Sources of power. — The principal sources of power 
available in India are coal, wood, fuel, oil and alcohol, wind 
and wafer. Wc liave already referivd to the uneven distri- 
bution of coal and its marked detieieney in the peninsula. 
The siinatinn as regards the other .source.-, of fiower, except 
water power, is also not very fuvonraide. At pre'^ent water 
is the most protnising source of ))ower in India. The Gokak 
stills situated near the Gokak Falls in the Houthern Marathu 
country (Bombay) were the pioneers in the use of hydro- 
electric jrriwer. In recent times considerable attention has 
been paid to largo liydro-oleciric power schemes, o.p. on the 
t'auvery river at Hivasainudram, for supplying power to the 
Eolar gold field.s (1003', on the river tTliclnm in Kashmir, 
and at the Tata hydro-electric works in the Western Ghats 
in the Bombay Pro.sidoncy (103.5). The three Tata hydro- 
electric schorno.s mark a big step forward in the indii-trial 
development of India. These schemes, which have a com- 
bined normal capacity of 240,000 horse-power, provide 
electrical energy for the great industrial city of Bombay, 
Bombay suburbs, Thana, Ealyan and greater Poona, thus 
enabling them to overcome the handicap imposed by the 
absence of coal in their vicinity. Another important hydro- 
electric venture is (he Mandi scheme in the Punjab, which 
area a Bo suffers from a deficiency of coal. This solienic 
when completed is expected to supply power to a very large 
number of industrial centres, including distant places like 
Delhi. In accordance with the recommendations of the 
Industrial Commission, the Government of India undertook 
in 1938 a comprehensive hydro-electric survey of India which 
has revealed various interesting possibilities, especially in 
connexion with the Himalayan watersheds and rivers. 

The foregoing survey reveals the rich and varied characier 
of India’s natural resources. It is a commonplace remark 
that while nature has .showered her bounties on the country 
with a liberal hand, man in India has failed to profit 
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adequately bj them so that tbe cootrast between the bounties 
of nature and the porertj of man js -ven fitnhin? 

POPOIATION 

§ 14 Total population — Xhe total population of India 
according to the last censns (1931) is 359 831,118 British 
tomtorj containing 271 526 933 and Indian States 
81 310 845 With an area of about half that of the United 
States India has a population almost three tunes as large 
^15 Density of population by provinces and States — ^We 
have alreadj discussed the general factors which influence 
the density of population in a country * We gwe below the 
total population and densitj per square mile in the lanous 
British Indian provinces and Indian States according to the 
ccriaus of 1931 
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§16. Factors determining density of population. — 
average density of population iu Jiulia is ]1).5 i>ersons ■ per 
square mile. Tlie density varie.s from tract to tract from 
G'5 (mean density) in Baliu-Insian to 4,000 in the rural parts 
of the south-west coast {see iMap RB- In most parts of 
India the Jiighest density of [wptilation would require about 
40 inches of annual )Minfn!l. In a few ea'^e.^^ it has been 
[wssible to remedy deficiency in rainfall by irrigation. But 
tabing the country as a whole irrigation plays a ne;rligihle 
part in determining ilensity. A far more im]xirfant factor is 
configuration. Where the surface of the soil i.s level, every 
inch of land may be cultivated, so that a very deii.so [wpula- 
tion can be maintained. If the surface is uneven, with hills 
and valley.s, cultivation is difiicnlt and jiopulation will be 
sparse. The nature of the .soil i.s ohviou.sly another innKirtant 
factor. Tracts most favourably .situated in respect of 
i-ainfall configuration and soil naturally develoj) the liighes-t 
density, as in the case of Bengal and the United ITovinces 
with their vast .stretches of level and rich soil and ndoqu.ate 
rainfall. Sometiine.s a particularly nnfavmirahle climate 
cancels all other advantages and v:o get low dcn.sity a.s in 
Assam. 

§17. Occupational distribution. — .Vhmit 10% of the 
people of India obtain their livelihood from agrieiilture and 
allied occupations. Industrie.s support about 10% of the 
population, but the hulk of these arc engaged in unorganized 
indii'fiTicf! eonneeted with the .supply of personal and hou.se- 
liold neccssitie.s and tlie ^'ilnple iuiplement.s of work. 
Organized industries occupy only about 1*.5% of the. peojile. 
Trade and transiwri absorb about 8%; and adinini.stration 
and protection of the country about 3 ‘5%. The, so figures 
are sufficient to illustrate the usual statement that agri- 
culture forms almost the sole occupation of the people of 
India. 

§18. Towns and villages. — The mass of the Indian 
people being agriculturists, it is natural that we should find 
a great predominance of villages over towns. A bare. 11%, 
of the Indian population are tnv.m-dwellers (a town being 
taken to mean a place inhabited by not le.ss than 5,000 
persons, or pos-sessing some fonn of munict})al self-govern- 
ment). There are only 2.575 town.s as comiiarcd to nearly 
seven lakhs of villages. In England the proportion of 
the town-dwelling to the total population is 80%; in 
the United States, 56%; in France 49%; and in Germany, 
46%. ■ 
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The present excessively nneven distribution of the people 
between town and country, with only a negligible proportion 
living in towns, is an index of general backwardness 
Civilization and progress have always originated in towns 
and radiated from them into the countryside A greater 
development of modem indostnes would bnng about an 
increase of the town population, and the country would 
progress more rapidly not only m an economic sense but also 
culturally 

§19 Sex-dlstributlon — Another charactenstic of the 
Indian population is that males outnumber females, there 
being 940 females for every 1 000 males in spite of tbe fact 
that females are constitutionally stronger The explanation 
is that in India the mortality among females is higher and 
this IS usually attributed to early marriage and excessive 
childbearing combined with unskilful midwifery 

§20 Productive or working population — The commonly 
accepted limits for the productive or the working population 
are between the ages of 15 and 60 m Europe In India as 
old age and incapacity for work appear earber, the limits 
ore 15 to 40 On this basis the tcorking population in India 
IS i0% of the total as against 60% m England and 53% in 
France 

f §21 Birth-rate and death rate —The Indian birth late 
and death rate are among the highest m the world (about 86 
per thousand and 26 per thousand respectively) A high and 
unchecked birth rate is usually associated with a high death 
rate In European countries generally there is a strikin g 
tenden^ tor both birth rate and death rate to declui e The 
birin rate is declining because people many late and rgguhte- 
tb^ Ei7.R_nf thfir fnmitipfl. The children, being fewer, can 
Be better looked after and therefore a large proportion grow 
up to manhood In India tho death rate m general is very 
high owing to the po^ erty and the low vitality of the people 
and it is particularly high among infants and females 
Early marriages are an important contributing factor because 
they sap the vitality of the mother, and the child vs conse 
qiiently weak and liable easily to succumb to an ailment 
Insanitary habits, ignorance of health laws, and unskilful 
■midwifery make matters worse 

§22 Population problem in Indi^ —Between 1921 and 
1531 the Indian population increased from about 319 to about 
353 millions, 1 e by more than 10% The ancrea^e of 
3i millions in ten years, although not great in proportion to 
tlie total population, is none the less stupendous jn itself 
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Can In(lia really sujiiwrt a growth of population on this 
scale? As the .Census Jtciwrt of 1931 points out, thirty-four 
millions is a ‘figure approaching equality with that of the 
total pojmlation of France or Italy and appreciably greater 
than that of such important European powers as Poland and 
Spain. The population now even exceeds the latest estimate 
of the ixjpulation of China, .so that India now heads the list 
of all the countries in the world in the number of her in- 
habitants.’ 

In Part I. Chapter VI, §6, we Imve explained the term 
*over-|x)pulation' as jKipulatiou in excess of the optimum,' 
though of course nobody can pretend to be able to say 
exactly w})at the optimum would be under a given .set of/ 
circumstances. If we cannot say w'hat figure corresponds 
exactl 3 - to the optimum iwpulal’ion , we also cannot pronounce 
a definite opinion ns to whether the actual size of the popu- 
lation in India is or is not in e.xcess of tlic optimum. But 
though an exact statement is im^wssible we can make a 
reasonably sound guess on broad general grounds. 

If in any country (i) tji^e are _no.coDsid^rablq. preventive ' 
checks to thc_grpw-,th-oL- population, (ii) if further there are 
no pmspects of any sudden and cxtrnordinarjrccondmrc-devc- 
lopment, and lastly (iii) if the positive chocks are unmystak-j 
ably in operation (i.e. there is a very hoa\y death-rate, 
particul.Trly Infantile death-rate), we may justifiably 
conclude that the country' in question is suffering from 
over-population. We shall consider the position in India 
along these lines. 

That there are no important preventive checks in 
operation in this country can be easily proved. In India 
practically everybodj' marries, and manles as early as 
possible. Eeligion encourages marriage. 'Every Hindu i 
must marry and beget children — son.s if you please — to per-/ 
form his funeral rites lest his spirit should wander uneasilyl 
in the vacant places of the earth. To avoid social obloquy) 
most girls must marry before puberty. Amongst Moham - 1 
medans also early marriage is equally common. The joint- 
family system encourages early marriage because it is not j 
necessary that everj'body who marries should be able to earn | 
his liveliliood : wife and husband can be sujiporled by ihej 
other members of the joint family. The very poverty on 
the masses makes early marriage necessary; 'tor a wil’e~isJ 
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Htces^arj as a liou'^ehoW dmage and often helps the hushantl 
in woik in the fields and other outdoor occupations Children j 
maj come, but the standard of life is so Ion that it does 
not cost much to rear them Slanj die for want of care 
and proper nourishment, and tlwse that sutNive are compelled 
to work and pai their waj as soon as practicable. In the 
long run it is of course wasteful to society thus to force 
children to fate life nithoot any particulaT training Bat 
the poor man cannot afford to tike such long views He 
IS guided by nhat is immedntelj advantageous, however 
slight the adiantage derived maj be The npshot ot the 
whole nutter la that the check to the growth of population 
due to ab--tention fiom niamige or its postponement is. 
praclicjily non existent in India It is therefore not sur 
priijing that the Indian birth rate is one of the highest in the 
woild 

\3 regards the }xi>sibilities of economic development 
much no doubt tan be done in the way of improteroent of 
ngricnltuie and indiutnalization But eien a superficial 
examination of our problems of agiiculture will reveal the 
fact that there arc many serious dif&cnlties and obstacles to 
contend against and progress mu«t be slow Similarly m 
the field of industry we Insc to reckon with the fact that 
other nations have gone far ahead of Ua and it is a task 
of no mean difficulty to compete succes'ifulh with them 
Even supposing we can shut out foreign goods by tariff 
barriers our progress is not likely to be very rapid because 
there are other impedimenta beaidea foreign comx>etition 
our own deficiencies regarding labour and capital will take 
a long time to overcome Even the most optimistic among 
us will agree that the country cannot hope for any such 
phenomenal increase of wealth as was witnessed in England 
as a result of the Xndustiial Revolution and as would 
suffice comfortably to ab'«rb an unrestricted increase of 
population 

As regards positive checks, frequent visitations of 
epidemics like plague and influenza carry off large numbers 
of people from tune to time Even otherwise the mortality 
rate is one of the higbe'>t in the world and is particulaih 
heavy among infants * 

I \U the indications of a utate of over population are thus 

1 seen to be present in India and taking mto account the 

‘ present conditions and the po sibihties of economic advance 


' See SSI 
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in the near future we may say that India would be a better 
country for its people to live in, if they bred at a considerably 
slower rate than now. 

A definite movement towards artificial birth-contro l is 
taking place in the country, and enlightened public opmion 
is making the demand that the Government should help the 
movement by propaganda and b}'' such measures as the 
establishment of bii-th-control clinics where information and 
advice regarding methods of birth-control can be given • to 
the people. 

Side by side with deliberate restriction of numbers, it is 
of the highest importance that every effort should be directed 
towards agricu ltu ral and industrial nrogi'ess and tbe raising 
of the stanHard - Pi— Living Similarly the indirect bearing on 
the population question of public health measures and the 
spread of education and cultur e to which reference was made 
in ihart i, Chapter VI, should not be forgotten in considering 
the problem of population in India. 

Economic Aspects of the Soci.'iL and Eeligiods 
Institutions 

§23. The caste system. — ^The various aspects of Indian 
economic life have received then- peculiar shape and mould 
from the characteristic social institutions of the people. 

One of these institutions is the caste system. At one 
time perhaps the caste system could be defended as making 
for economic strength and efficiency, being based on the 
principle of division of labour. Also it worked welF whin 
thwe were only a tew distinct occupations, proficiency in 
which mainly depended upon manual dexterity, which could 
most conveniently be handed down from father to son. Now 
with the appearance of numerous occupations and the advent 
of machinery, mere manual dexterity has become compara- 
tively less important, and the caste system is more a hin- 
drance than a help. It tends to prevent a man from follow- 
ing Ms natural bent in selecting his profession, and this is 
undesirable from the individual as well as the social point of 
view. Some castes are regarded as lower and some as higher.} 
The occupations of the former tend to be looked down upon 
and this fosters an attitude of mind opposed to the principles 
that all honest labour is equally honourable, and that inferioi'- 
ity and superiority are not questions of birth but of "innate 
ability which is not the monopoly of any particular caste." 
The caste system in its present form is a source of social 
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land political weakness, and the sooner it disapjiears the better 
I it inll be for the nation Western education and culture 
should weaken the caste system But there are othei power- 
ful influences — such as the scramble for political power 
cnsuin" from every forward step m political reform — which 
seem at present to be emphasizing the caste differences 
J §21 The joint-family system.— The joint family system 
19 another characteristic of Indian society. The joint family 
has of course some good points Every member of the 
family is looked after Widows and orphans find a natural 
shelter in the family In these circumstances the State is 
requiied to do less than in the west for those who are help- 
less When a large number of people live together as they 
f do m a joint family, there is a saving in household expenses 
In many ways the joint family at its best fosters the virtues 
' of self discipline, sacrifice, obedience and reverence But the 
great objection under modem conditions to the joint family 
IB that it stifles individual initiative and encourages drones 
Lacking in the sense of self respect and responsibility At 
present, owing to the fact tbat individuals have very often 
to leave the family fold in search of a livelihood and owing 
to the growing influence of western individualism, the joint- 
family system is gradually breaking up 

§25 Indian laws of loberiUnce and succession.— The 
Indian laws regulating inheritance and succession present a 
great contrast to the English law In India landed property 
IS distributed among a number of heirs In England, owing 
to the system of primogeniture, land is concentrated in tho 
hands of a few people A wide diffusion of property and 
wealth appears to be more in consonance with ideas of social 
equity than its concentration But in India the principle 
of equal distribution of wealth is seen to lead to such evils 
as the excessive subdivision and fragmentation of land It 
is also commonly legardcd as discouraging large scale enter- 
prise by preventing the accumulation of much capital in the 
hands of a few persons QC- X. 

§2G Religion and economics m India. — It is often 
suggested that our present economic backwardness is due 
to Qur other-worldly religion and the fataUsUc outlook which 
it engenders We are so much engrossed with the salvation 
of our soul after death that we neglect to make the best of 
our life on this phnet It can, however, be easily proved 
that Christianity also is other worldly in the sense tint 
Hmduism and Islam are other-worldly and yet it has not 
prevented the progress of the Christian nations in the arts 
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of material civilization. We must further remember that 
in the past the Indian people have figured in history as 
great empire-builders, conquerors and colonizers. Their 
achievements in the sphere of the positive sciences like 
mathematics and astronomy have also been far from 
negligible, and the products of the Indian craftsman had at 
one time world-wide fame and circulation. All this would 
not have been possible if it had been true that Indian spiritu- 
ality had paralysed economic and other secular activity. 
Turning to present-day conditions, some of the communities 
(like the Marwaris, Jains, Bhatias, Khojas, Memons and 
Bohras), which have taken the most active part in the new 
commercial and industrial life of the country and shown the 
greatest enterprise, are among the most orthodox and the 
least touched by modern scepticism and free-thinking. 

The truth of the matter is that the economic motive is 
quite as powerful in India as in the west. The sph'it of 
, fatalistic resignation which is holding it in check is due to 
historical and political causes and has very little to do with 
the teachings of religion. People necessarily become 
fatalistic when political and other conditions are such that 
nobody can be certain of reaping the fruits of his labour. 
When conditions become more settled and satisfactory the 
natural impulse of man to create and enjoy the good things 
of life asserts itself. If religion seems to discourage this 
impulse it is itself changed by the process of re-interpretation 
■ — by reading new meanings into old texts. This is what has 
happened in Europe and this is also what is happening in 
India. Are not many thoughtful Hindus discovering that 
some of the characteristic doctrines of Hinduism, like the 
karma doctrine, do not inculcate renunciation but, on the 
contrary, favour energetic endeavour? Are not some Moslems 
similarly discovering that the Koran does not really forbid 
the taking of reasonable interest on money lent? 

. In short it is wrong to single out religion as a special 
influence in India making for apathy and indifference to 
material progress. Other influences such as political anarchy 
have played a far more important part in creating such 
an attitude. .Calamities like famines, and diseases like 
malaria and hookworm, which lead to low vitality, must also 
be held largely respon.sible for the chronic apathy and pessi- 
mism of the people. Now that peace has been established 
and we are learning more and more how to control disasters 
like famines and to check the ravages of disease, a more 
hopeful outloolr on life is becoming possible. 
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beat and cold. There are three aeasons in India: a cool dry season (winter), 
a ivet sultry season and a hot dry season. 

The rainfall shows slrilcing variations from one part of the country 'to 
another and is seasonal in its character. India has two monsoons, the 
south-west monsoon, which gives 90% of the rainfall to the country, and 
the north-east monsoon, which accounts for the remaining 10%. The 
former, which lasts from June to September, is of greater importance to 
the Western Ghats area and Northeni India; while the latter, which visits 
India from October to December, gives a good deal of rain to north and 
south Madras. Eainfall vitally alTccts economic life in India. Certain 
regions like the Western Ghats, Assam and Burma aro assured of plentiful 
rain. Other parts like the Bombaj' Deccan and Udaipur are less fortunate, 

while still others like Upper Sind are almost rainless. 

Indian soils fall into three classes; (i) The alluvial tracts, as in the 
Indo-Gangctic plain, aro very fertile and grow most of the crops; (ii) The 
Deccan trap, as in the Bombay Presidency and parts of the Central Pro- 
vinces and Beiar, includes the black cotton soil smtable for cotton and 
jowar; and (iii) Crystalline soils, as in Madras and Mysore, are com- 
paratively inferior, though certain varieties are very fertile. 

India's mineral tceallh covers a wide range, including coal, iron, 
manganese, gold, petroleum, saltpetre and salt. Tlie mineral deposits 
aro not yet fully exploited. They aro sufficient to maintain most of the 
key industries. 

Coal, iron ore and oil are perhaps the. most important minerals in 
modern industrial life. Indian coal is unevenly distributed, the deficiency 

being specially marked in the peninsula. There aro rich iron ore deposits 

in Bihar and Orissa, and the iron and steel industry has a bright future 
before it. The principal oilfields lie in Assam and Burma. The heavy 
increase in internal demand necessitates large imports of petroleum and 
petrol. 

Another important mineral is salt, wbicb has four main sources, sea 
salt, rock salt, brine salt and salt brine. Three-fourths of the salt 
consumed is produced in the country itself. In respect of salt, India may 
bo expected in the future to become largely self-sufficing o'ving to the 
protection given to the Lidian industry. 

India’s vegetable resources ate rich and varied. She produces food 
grains (rice, wheat, millets, etc.), spices, sugarcane, tea, coffee, oil-seeds, 
cotton, jute, india-rubber, etc. 

A The forest resources are a great national asset, the forest area accounting 
for one-fifth of the total area. Tho main forest products are timber, fire- 
wood, bamboos, lac and tanning materials. Since 1864 the Forest Depart- 
ment has been made responsible for the conservation of forests, which fall 
into three classes (i) Keserved, (ii) Protected, and (iii) Unclassed. The 
Forest Eesearch Institute at Debra Dun is doing useful research work. 

Animals, especially domestic animals like cows, buffaloes, bullocks, goats 
and sheep, play a valuable part in the economy of an agricultural counfiy 
like India. 

Although several sources, of power, such as coal, wood fuel, oil and 
alcohol, exist, the greatest promise is held out by hydro-electric power 
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tebckv-V cf ^vh are already id operation m tbe Western Ohsta, 

Mysore and tne Punjab 

.‘3'iuu’atnral-jea^rces of India are considerable Mach, howeTer, remains 
to bo d^a^ffore’tbey can bo aaid to bare been properly developed 

POPULATTOB 

Tho total population of India ra 352 637,778 (1231) T/i» atetage density 
of India u 195 persons per aqnaro mile It is more in some provinces, 
less m otbers dcpeodtng on rainfall, irrigation, conGgnration, soil etc 
About 70% of the people are directly or indirectly occupied in oyncul 
(ural pvrsuiU and only about 10% in indtistry Organised tndustrtes occupy 
only 15% As a corollary of this ve find that only 11% of tbe people 
lire in (otoiu and the rest in rural areas Such a distribution of population 
indicates economic bacLwardneas and is unfarourabla to general progress 
There are mors mefer fban Jemalet because of the greater mortality 
among females Tfcs producfioc or ioor&iny port of the popnlation may 
be put at 10% 

India has a very hig/i btr(A rate witli its usual concomitant of a very 
Iiiylt deatli rots Tbe death rate is particularly bigb among women of 
reproductive ago and among children 

Cetwssn 1921 end 1931 (he population increased by Si millions 
No prs>cntive checks being in operstioo, and economic development in 
proportion to an unchecked growth of population bung unlikely, deliberate 
restnetion of numbers would be desirable Strenuous efforts to expedite 
all round economic progreu to raise (be standard of public health and of 
ediiration are squally necessary In an indirect manner they are calculated 
to facilitate the solution of the problem of over population 

SociAi. AHD Beuoiooa I^BTITtmo^a 

The caste system is a prominent feature of Indian society It may 
have been useful at one time, but U la sow an anachronism and a source 
of weakness 

A similar statement can be made about the ;otnt family eystem which 
runs contrary to tbe spirit of modern times and which on tbe whole 
eervea to weaken the incentive for economic effort 

The Indian lates goternmg tnhentanea and tueeesston make for a nide 
diffusion of wealth On tbe other hand, they lead to excessive subdivision 
of land and prevent large accnmulslioos of capital 

Indian ipifituaUty and other uorldltness «o often cited as caiisea of 
India's economic backwardness This is however not altogether a correct 
view If the principal religions of India are other worldly this is also true 
of Chri«lianity as professed by advanced western peoples But western 
peoples are progressive whereaa the Indians aw comparatively apathetic and 
pessimistic This difference in attitude is more due to such factors as tbe 
troubled political past of India and the excessive scsecptibility to diseases 
and visitations of nature, than to the inffnenco of the dominaot religions of 
India 



CHAPTER II 

ECONOMIC TRANSITION IN INDIA 

§1. Economic transition in India— We have already 
dealt with the general stages of economic development and 
with the social and economic effects of the Industrial 
Revolution in England.* We shall now attempt a brief. 

1 surve}' of the fundamental changes in the economic structure 
and organization which have transformed conditions of life 
and labour in India during the last hundred years. Although 
the forces in operation have been partly those implied by the 
phrase ‘Industrial Revolution’, the changes have not been so 
complete and revolutionary in their character as in the case 
of England. The old order of things has not yet altogether 
lost its vitality, especially in the rural areas. 'Economic 
Transition’ is therefore a more appropriate phrase than 
‘Industrial Revolution’ for describing the changes in the 
economic structure of India. We have the old and the new 
economic order existing side by side in India. 

§2. Characteristics of the old economic order. — Morison 
divides the countries of the world into two broad categories, 
namely (i) those belonging to the old economic order, that 
have not yet passed through their Industrial Revolution (e.g. 
India, Egypt and some countries of eastern Europe), and 
(ii) those belonging to the new economic type, that have 
accomplished their industrial revolution (e.g. England, Ger- 
many and the U.S.A.). 

(i) The characteristics of the countries belonging to the 
old economic order are as follows : (a) The predominance of 
custom and status over competition and contract; (b) The 
isolation and economic self-sufficiency of the village com- 
munities, primarily on account of defective transport and 
communication; (c) The predominance of agriculture over 
other occupations and the consequent preponderance of the 
rural over the urban population; (d) Simple and rudimentary 
division of labour owing to the narrow size of the market; 
(e) Small-scale industry of the handicraft and cottage industry 
type; (/) Absence of money economy and the prevalence of 
barter; (g) Undeveloped credit and the prevalence of usury. 


• Part I, ch. ii, §§11-16. 
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r^OO In contrast nith tliese are tJie follouiii" character 
islics of th( countries belonging to the new, economic order 
*(af Freedom of contract and free pli> of competition, (6) 
C!o-»e interdependence between tbe difTereiit parts of the 
industrnl woild made possible bj bighl) developed transport 
and loininiimcation, (f> Importance of manufactures and 
tommcrie and tlit piedominance of the urban over the agn* 
tiiltunl {xipulition Advanced division of labour facilitated 
bv the plowing extent of the market and ti«e of machineiy, 
(c) Lji,.e scale ludustr) requiring huge capital outlay and 
the conceutrition of labour in large factories and industrial 
low ns Prevalence of money economy as opposed to 
lurtcr (g) Development of credit and banking and the 
ihsi nee of U' irv 

Ihe above is not a hard and fast classification, and most 
•){ the countiips m tlic first category are showing a tendency 
to pass into tilt seiond one, and in some of them, as m 
Iiulii tliL 1.1 at e IS already plainly visible Indn is now 
m \ slut of tcjnomic transition and exhibits in varying 
dtpite-5 ( h iU(.ttii>.tics appeilaming to both types of coun 
iijc The trend of development is, however, towards a 
growing fiiedominance of the second type 

^ I The old economic organization in India: the village 
Indiv in the past was mainly a land of villages and she 
-till IS todav Hie i«olaied and self sufficient village was the 
unit of the old Indian economy The typical Indian village 
IS an aggiogate of cuUiv iteil holdings with or without some 
waste area attached and usuallv it has a central site where 
the dwelling houses me congregated, with the lands of the 
village spreading out in a senfes of concentric circles TJie 
village often lias a grove and some kind of public office where 
the village officers keep their books and conduct their 
business 

There are two main types of tillage constitution in India 
the rvotwari or severaltv village and the joint or landlord 
village In the former, land is held separately by each 
cultivator, who pays Ins land revenue direct to the Govern- 
ment fa's eg in Bombav. Madras and Berar) In the 
second type, whicli prevails m the United Provinces and tlie 
Punjab the land in ihe village may be owned by a single 
individual landlord or a bodv of co sharers who arc jointly 
responsible for the {xiyment of land revenue * 

■^Tiatever the tvpe, each village was m the past an 


’ Bte also ell 
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eiitii-ely self-sufficing unit containing within its bounds all 
the labour, capital and skill necessary for its agricultural and 
industrial activities. The inhabitants of the village fall into 
throe groups ; 

(i) The ugrictiUttrisis — who may be divided into the 
laud-owning and the tenant classes — form the bulk of the 
village jKipulation. Land holdings are usually small and ar(> 
cultivated by the farmer.s with the help of member.s of their 
families. They undertake the rusks, provide their own 
capital or borrow it from the village money-lender, and 
Occasionally exchange their produce in the nearest market 
for salt and other small necessaries and luxuries which are 
not available in the village itself. 

(ii) The tiUarje ojjiccra . — Each village has its own 
officers, and the village was. and to this day remains, the 
unit of administration in India. The principal village officer 
is the headman — the patel or lambavdar — who is a hereditary 
officer responsible for the pence and order of the village and 
the collection of revenue. He holds a plot of land called 
waian land as remuneration for his service.s. Then there is 
the village accountant or scribe — styled the kulkarni (falali) 
or patwari — who keeps the village records and accounts. 
There is also a watchman or chowkidar who has to report 
crime, arrest offenders, and helx) the police. Lastly, there is 
the village messenger. Most villages had in the old days 
their paiichayats, bodies of village elders who settled disputes 
and generally held the village community together.* 

(iii) The village artisans . — Each village possesses its 
complement of artisans — a carpenter, a blacksmith, a potter, 
a cobbler, a money-lender (who is generally also a whole- 
sale grain-dealer), a goldsmith, an oilman, etc. The artisans 
are the hereditary servants of the village. They are given 
houses in the village and are rewarded I)y a regular annual 
remuneration of serwee, land, or gi’ain. Since the market 
for the goods produced by the artisans is limited there is 
an imperfect division of labour, and rural industry is of a 
very primitive type. 

§4. Life in the old village. — Each village was almost 
self-supporting and independent excepting in the matter of 
salt and a few other luxuries purchased at the village fair or 
brought in by the lamans (carav,in.s). The village was 
forced to be self-supporting as it was cut off from contact 
with the outside world, and exchanges were confined to 


‘ 8co also Appendix. 
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those things which could be earned by men and pack animals 
Good roads (with the ezccption of the Mogul military roads) 
hardly existed There were only a few natural watenvajs 
like the Indus and the Ganges, and internal trade in conse 
quence remained undeveloped Each village was, therefore, 
compelled to make its own arrangements to satisfy all its 
requirements It led a smooth economic life m normal 
tunes, but m times of famine it inevitably suffered acute 
distress ^ 

Another feature of village life was the rare use of money, 
most of the exchanges being in kind Gram being univet- 
bally desired it w as the standard of value The rate at which 
payments to village artisans were made was determined by 
a complicated but well understood set of village customs In 
fact custom rather than competition was the principal regu 
lator of all the economic relations Labour was immobile 
owing to the influence exercised by the joint family, the 
caste system and the general conservatism of the village 
people There was a strontfer sense of unity and solidarity 
than DOW exists Tor instance, village tan^, temples and 
roads were kept in repair by communal labour, i e free 
labour supplied bj the villagers themselves The weflkemng 
of this corporate life is one of tbe most disquieting features 
of village life todaj 

Custom and status held sway over tbe villagers’ lives 
Custom (i e conventions based on habit) which was opposed 
to change of any kind delcrrmoed rent, wages and prices 
under the old economic order in India Birth m a particular 
caste and family determined once for all the status of the 
individual in societv and deprived him of freedom of contract 

§5 v^he village In transition —The organization of the 
village community and its economic life are undergoing a 
change as a result of the new forces called into existence by 
administrative centralization the growth of individualism duo 
to the impact of western cmhzation and the revolution in 
transport and commnmcations Modern administrative cen 
tralization of revenue, police and justice has led to the 
weakening of the old village autonomy, the influence of 
western individualism has brought about the disintegration of 
the old corporate feeling in the Indian village, and the revo 
lution in transport due to the construction of a network of 
railways and roads and the introduction of the motor bus has 
broken doivn the isolation of the village 
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The principal features of the village in transition may now 
be briefly indicated. 

In the first place, the old self-sufficiency of the village 
has broken down. The village now buys from outside cloth, 
kerosene oil, aluminium ware, sugar, tea, matches, umbrellas, 
scissors, bangles, sewing machines, etc. In its turn the 
village now grows various products for the market, and ex- 
changes with the outside world are now' becoming more 
characteristic of the village than self-sutficiency. 

The nature of the famine calamity has also been trans- 
formed with the possibility of importing food from distant 
places. Formerly, famines were those of food as wmll as of 
money. These have been replaced by famines of money, i.e. 
a famine now’adays means high prices (scarcitj' prices) and 
temporar}' unemployment in rural areas, and not starvation.* 
Although there may be no food in a particular village in a 
given year, this deficiency can ordinarily be made good by 
transporting it from other areas. 

Barter has given way to money economy thanks to the 
grow'ing frequency of exchanges with the outside world, and 
the remittances of those who go outside the village for 
employment. Land revenue and other taxes, rents, interest 
on loans and wages are now largely paid in cash. The old 
customary payments in grain for services rendered by arti- 
sans, etc. still continue to some extent, but their importance 
has greatly lessened. 

The village people are now less stationary and often 
migrate to towns to supplement their incomes. The mobility 
is due to economic necessity and has been facilitated by 
improved means of transport. 

Custom and status are gradually being supplanted by cojn- 
petition and contract. The institutions of caste and the 
joint-family system have weakened to some extent. Rents, 
prices and wages are coming more and more under the influ- 
ence of competition. Keen competition among tenants for 
land has necessitated tenancy legislation to protect their 
interests. This change has been quickened by the spread of 
w’estern civilization, the growing use of money and the 
development of communications. 

§6. Transition in agricolture and village craft s. — (i) Agri- 
culture has been commercialized and the village has been 
linked with the whole country. Even world markets are 
now accessible to the Indian farmer for agricultural produce 


’ See ch. viii, §6. 
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suc-h -VS cotton jute, oU seeds, wheat and rice The opening 
of the Suez Canal in 1869 has helped to establish world wide 
imrlveta for agricultural produce Another tendency is for 
dilTerent regions to specialize in different crops, e g Bombay 
m cotton the Punjab in wheat, and Bengal m jute The 
siil/vfitutiDn of non food crops hhe cotton and pile for food 
crops has resulted from the commercialization of agriculture, 
and has tailed into existence a new coniplej; marketing 
organization at tlie iwrts and inland trading centres controlled 
bj a fipetial clws of middlemen, wholesale dealers and 
exporters 

7 he pressure on land has increased and land lioldingi are 
being increasingly divided, though the old agricultural 
prattups still continue 

(ii) 7/ic village crofts are in a state of transition Cheap 
imports of machine made goods cloth aluminium ware and 
kerosene oil h ive adversely affected the spinner, the weaver, 
the pottei and the oilman \\\ the Milage artisans are no 
longer indispensable Some of them like the carpenter and 
goldsmith ha\e improved their position bj migrating to 
towns Tlose who have been unable to do so are pursuing 
then old occupations under increasing difficulties Some have 
Risen up their hereditary occupations and joined the ranks of 
(lav labourers m the Milage itself or liaie migrated to towns 
Altogether rural industry is in a depressed condition, and 
the problem of its roMsal is not casj to solve '■ 

^7 Towns and Industries In the old economic order — 
Mtliough the great inajorils of the Indian population lived 
in aallages in the pre British period the development of 
towns was bj no means negligible Some of the towns like 
Benares and Allahabad were places of pilgrimage others like 
Delhi Lucknow Poona and Tanjore were the seats of court*, 
or the capitals of provinces Some like Alirzapiir and 
Bingaloro were commercial centres Town industry was 
more advanced and adopted a moie minute division of labour 
than rural industry It was also well organized into guilds 
of artisans The use of monej was more frequent and credit 
instruments like hundis were in common use 

Iv\ tV* yA-A, \t» tsyntwnysatiTv titritiilrafis Iriin 

was a great industrial as asell as a great agricultural country 
Prom aery ancient times the fime of her arts and crafts hid 
spread far and wide The main industry was the textile 
'WeaMug was the national industry and spinning was the 
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pursuit of millions of women’ (E. C. Diitl.). The more 
important centres of the cotton imlustry were Dacca, Luck- 
now, Abmedabad, Xagpur and l^fadura. ’J’hcre were also 
metal industries, the manufacture of arms, sbields, enamelled 
ware, jewellerj-, and gold and silver thread, stone carving, 
tanning and leather works, paper-making and perfumery. 
Ship-building was in a flourishing condition and the iron 
industry had attained a high level of progress. 

§8. Causes of the decay of old Indian industries. — The 
decline of the handicrafts may be attributed to the following 
cause.s: ‘ 

(i) The disappearance of the indi genous courls, which 
dep rived several industries of the patronage of the courts and 
of the nobility. 

(ii) The operation of adverse foreign influences. —The 
establishment of British rule indirectly weakened the power 
of the old guilds and brought about a change in the tastes 
of (he people, c'jtccially of tlie educated middle class, '"who 
adopted the standards of the ruling race and favoured articles 
of western manufacture. 

(iii) The policij of the Ee.st India Conipanij and the 
British Parliament. — Before the adoption of Free Trade by 
Great Britain about the middle of the nineteenth century, 
Indian industries wore subordinated to British indu.stries 
(under the old colonial policy) and were subjected to heavy 
tj ^ifTs in Great Britain. 

The competition of machine-made goods. — The most 
important reason for the decay of the old Indian industries 
was the competition of machine-made goods imported from 
Great Britain and from other countries which had already 
completed their industrial revolution. The revolution in 
transport in India, eftected by railways and roads, intensified 
this competition. 

(v) The laissez-faire policij of the Indian Government . — 
Until recently (practically till the outbreak of the war of 
J914-18), the policy of the Indian Government was that of 
leaving industry to its own resources. At the same time, the 
railw.ays facilitated the imjwrts of foreign manufactures ou 
the one hand, and the exports of raw materials and food'-stuffs 
on the other hand. 

All these factors produced a far-reaching change in the 
economic life of the country. With the decay of the indi- 
genous industries there was progressive ruralization, almost 
tliree out of every four pcr.sons coming to depend on land 
(whereas formerly perhaps G0% depended on land and 
28 



422 l-STTODLCnON TO ECONOMICS 

4050 on Industrie') The foreign trade of the countr\ 
expanded (the bulk of the exports being agncuUunl |ro- 
ducts ind tlie bulk of the imiwrts mmufactured good ) and 
thua there wis a one sided deielopment of the national 
economic life 

V §9 Transition In indnstries — From the “eientie of tlie 
la t centuTN v,hen the indu trial po ition m India mat be 
said to hate been at its lowest there has been a gradual and 
continuous |rogre « of modern organized jnduetnes of the 
vre tern tape Ihe uav was led bj British business men 
and capitali ts in the plantation todu tnes (tea coffee, 
mdigo This served as a stimulu to commercial ela cs in 
India c peeiall) in Bombaj wlich had the honour of piling 
0 lead in thi matter to other parts of India and winning for 
Itself the position of the industrial capital of India Its 
principal industn the cotton mill industrj was started 
about the middle of the mneteentb centun \t about the 
same time another important textile indn trv the jute mill 
indcatr- was established round about Calcutta in Bengal 
the capital and enterprise being Eurojican The Industrial 
llcaoiiition later spread to the mining mdustrv and to 
various other mdu«tnes «uch as cotton gin* ond presses steel 
and iron nee husking and ,KrindiDg and oil mills Progress 
was at first slow The swade«hi movement (which began 
m 1905) and the war of 1914 18 gave a stunulos to mduslnal 
development The adoption of the policy of discriminate 
protection in 1923 has given a further incentive although 
even todav barelv 1 5% of the population is engaged in 
organized industries ’ 

The economic transition described above has to some 
extent promoted the growth of towns m India Eailwajs 
and navigation the growth of new ind«stne» (eg the rapid 
n'e of Jamshedpur in Bihar due to the Tata steel and iron 
industn) and administrative centralization have in general 
made for urban development though it has been verv slow 
as compared mth the rapid urbanization in Great Bntain 
after her Industrial Bevolotion Even todav the urban 
population is only ll®o of the total population in India The 
-tfi Vn^ ’iViftV- wiA 

can ed the decline of «ome towns but on the whole the forces 
making for their growth are as erting themselves 

5 16 Conclusion — To conclude India is passing through 

’ Tor • descf pt on of tome «f tlie more iniportart orf»n zed and 
collage industr es and of the work of tJ e Tang Board fee ch it { t 13 
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i\ stage of economic transition. If we look 'at towns like 
Bombay and Calcutta we find that they display something 
approaching a full development of economic conditions as 
found in the most advanced countries of Europe. On the 
other hand, in the vast rural areas the old order, while it 
has been shaken, still shows great vitality. The general 
tendency is towards the establishment of condition.s similar 
to those prevailing in countries that have accomplished their 
Industrial Bovolution. I^lodern industrialism in India, as in 
other countries, has been followed b}" certain evils, such as 
overcrowding in factory towns, the decay of cottage indus- 
tries. and the cxjdoilalion of the labour of women and 
children. But we need not conclude that these evils are 
unavoidable. It is quite possible to deal with them effect- 
ivelv bv legislation and in other wavs. 

SU.At.MARV 

Iriflia lias been parsing' through a prfX’pfl'i f>[ economic transition dtiriri" 
tlie last liiinilrcd years. Fmiflatnental dianges in licr economic structure 
anti organisation have taken place in consequence of flio ntlvont of the 
forces implicit in tho_ term ‘Iniliistrial tlevolntion’. The pace of tliis rcvt>- 
lillion has, however, hcon slow ns comparetl with that of the revolution in 
England. And India today siiows the chnracteri.stics of coiintrica that have 
not yet roinplcted their industrial revolution and also of those that have 
completed it. Thus, thu force of competition is making itself felt more and 
more, hut cirstom is hy no means tlead,_ The economic isolation and eelf- 
eiifficiency of tho village have l>cen weakened hut Ihoy arc not nltogctlier 
things of the past. Large-scale industries like the rotten mill industry 
havo come info cxisionce. hut the old village industries have not been 
altogether extinguished. Tho use of money is growing in frequency withont 
however completely supplanting barter and payments in kind. For example, 
tho village artisans and menials aro still generally paid in kind for the 
services rendered by them to the village community. 

Tho general trend of events is, however, for (he newer forces increasingly 
to assert themselves. 

Tho transition in the old self-sulTicient and self-governing Indian village 
has been brought about by the revolution in transport (railways, roads, 
motor transport, telegraphs, etc.), administrative centralization, and in 
general hy tho impact of western civilization and individualism. Agri- 
culltirc has been conimorcializ,cd, and the fanner now grows largely for 
tho market .and imports from outside some necessaries like cloth and oil 
and a few simple iiisuries. Village indunlria have on the whole been 
adversely affected by tho competition of machinc-raado goods and arc in n 
stagnant condition today. 

India in the past was both a manujacltiring and an agricultural countrij: 
slio was famous tor her skill in arts and crafts, in textiles, metal work, 
‘carving, embroidery, iron and steel nmnufncturc and shipping. Various 
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ftdTcr%e ififlasEct* u di3»{f«anace of tiifr t> 3 cccx\« *£d tfus^ 
patronage cbaages m Usto, beavj tatiJs in England cn Indian in&nii- 
factnrei, and lie laitsez-faite and f«e trade pojoy fo ’owed until iwntJT 
by tb® Indian Gcremmect brcagbt about the decay of of t^'e 

ujdigecona industries and led to isereating mralixattan cl the eounuy 
tbus adding to the pressura on tbe land Since the eeTcntifa of the last 
century there has been acme groartb of tnoJeTi organued Urge-scale 
industnea «Bth as «t*on jute raining e ee! and I'm. For a long fjtne 
thill growth was slow hut owing to the elimslss of the war and the policy 
of discruninate proteeticn adopted in more encODtagug prcgre<s has 

been m endenee in recent jeara 

Industrial and eoBmeroal towns liVe Lonibar, Calcci a Cawnpore and 
Jamthedpnr are fart getting we*Uniired and conditiooa of life and labour 
in them are being radically transformed The ras>> consemtiTe rural areas 
are howerer changing cole aerr gradaalW and still di«p.av roinT features 
of the old economy 
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§1. The importance of agriculture in India. — As we liave 
previously staled, nearly three out of every four persons in 
India depend upon a.i^ricuilure for their livelihood. 
Although agricultiire is our principal national induslrj-, it may 
be spoken of as one of onr def)resHcd industries considering 
the low yield per acre, the siuall. scattered, uneconomic land 
holdings, tim indehtedness of the peasant, and the defective 
marketing organization. 

AoHicunTDn.At. PnonucrioN' 

§2. Statistics of area under different crops in British 
India. — Of the total area in British India according to village 
papers, namely 007'73 million acres in 19.33-4, the area under 
forest accounted for 89*07 million acres (13*4% of the total 
area), the area not available for cultivation for 144*65 million 
acres (21'G%), cultivable waste other than fallow for 153*59 
million acres (22*9%), fallow land for 47*45 million acres 
(7*21%), and tlie not area sown with crops for 232*10 million 
acres (3o-0%). The total sown area, including areas sown 
more tlian once, amounted to 207*02 million acres. Of this 
the area irrigated was 50-.51 million acres. 

The following table shows the relative importance of the 
principal crops in British India in 1933-4 as compared with 
1901-2 : 
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The above table clearly bnngs out the wide range oi 
India’s agricultural production, the preponderance of food 
over non food crops, and a certain tendency for non-food crops 
OTEBSITV OF JODHPUR UBRAHI 
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to displace food crop-^. Ap-ienitm-al jirodtanioj) piovide^ 
practically all the food-gruins consumed in the country, yields 
larpo quantities of raw materials like cotton, jute and oil- 
seeds for the }>rincijKil mannfactnrinfr industries, and is the 
main source of our export trade. There is some room for 
expensive ciiHivation. hut imicli more for intensive cultivation. 

§3. A survey of the principal crops of India t-w 
Map A). — (i) Fond crop's . — («) lUcc i.s the, leading crop of 
India and the staple food of most of the people. It accounts 
for a little over 30'^V, of the whole cultivated .sown area. Eire 
is pvown extensively in India, especi.ally in the wet and moist 
regions. The prineijial rico-growinor provinces are Bengal, 
Bihar. Orissa. Biirinn and Madras, other rice-growing pro- 
vinces being the United ITovinces, tiie Central Provinces, 
and Bombay. Burma, owing to it,s low density of jiopulation 
in relation to the area under rice, has a largo exiyirtahle 
surplus, which accounts for the iuillc of onr exjwrls of rice. 
Bice is a winter crop, being mainly harvested in December 
and Jamuiry. There ore different varieties of paddy grown 
in diiTercni parts of India, and the Imiicntil Council of 
Agricultural Bcscarch has in recent, year.s intensified research 
work on rice. 

ih) WJtcal . — Next in imporiance to rice in acreage is 
wheat, v.'hich covers about 10% of the total cultivated area. 
It is a nthi crop, souui from October to December and har- 
vested from March to ^^ay, Wheat is the staple fond of the 
people in the Punjab, the United Provinces and the North- 
West Frontier Province. Blsewhere. it is grown mainly for 
export. The principal wheat-producing provinces in India 
are the Punjab, the United Provinces, the Central Provinces 
and Berar, Central India States, Bornb.ay, Bihar and Orissa, 
the first two accounting for nearly two-thirds of the total 
area. Fxports of Indian wheat, which were considerable in 
the pre-war years, have latterly been alrno.st nominal owing 
to increase in the wheat-eating population in India itself. In 
recent year.s, the grower of Indian wheat has had to be pro- 
tected l)y a high import duly, as cheap foreign wheats, 
especially Australian, wore flooding the markets. With the 
development of Sukkiir Barrage irrigation in Sind, and the 
newer Punjab canal colonics, the area under wheat is 
expected to expand and the export trade may revive. 

(c) Barley is grown chiefly in the United Provinces and 
Bihar, and .seiwe.5 as food both for man and cattle. 

id) Millets (jotanr and bajra ). — These two varieties of 
tlie Indian millet.s constitute an important group of food crops 
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for the rmsses in Mndrac Bomba> Deccan and the adjoin 
mg di'^tncts of Hvderahad The\ al o supply ynluable fodder 
for the ngricultuni cattle Both jowar and bajn are cx 
ten i\eh ^rewn especially m the Deccan Bajra is a lhartf 
crop ^^h^le jowar is both a Iharif and a rabi crop Exports 
of millets are inconsiderable 

(e) Pubes arc extensively gToxin throughont India and 
figure prominentW m the dietarv of the people They are 
cbtcflv groan in the United Provinces the Punjab Bombas 
the Central Provinces and Bengal Gram is the pnncijial 
pulse and about half of it is rai«ed in the United ProMnees 
riit large intern il demand accounts for the small exports 
(/) Fruits and tegetables condiments and sptces etc — 
The Indian fruit industry is not well deieloped owing partly 
to small internal demand due to the povertj of the masses 
and parth to defectue packing transport and marketing 
methods The Agricultural Department is now paying 
greater attention to these matters and notable success has 
been achieved in the Peslianar valJej Condiments and 
spiccs such as pepper chillies ginger cardamom and betel 
not are chieflj gronn in the extreme 'south of India though 
certain vaneties are cultivated even where 

(g) Sugar —India was probably tlie original home of 
sugarcane and has a larger area under it than any other 
country But the poor jield per acre and the large internal 
demand lack of protection against imports (eg from Java), 
and defective organization of the Indian refined sugar in 
dustrj necessitated m the past lai^e foreign imports How 
ever thanks to the grant of protection since 1031 2 and the 
keen interest in cane research taken bv the Imperial Council 
of Agricultural Research India b KUgar industry is reviving 
rapidlj and there are good prospects of the country becoming 
self sufficient m the near future in respect of refined sugar 
The bulk of the sugarcane is at present used for manufactur 
ing gttr or gul (unrefined countrj sugar) The chief cane 
growing provinces are the United Provinces the Punjab 
Bihar and Oiissa Madras and Bombay 

(ii) \on food crops — (a) Oilseeds — India grovv« a 
varietv of oil seeds such as linseed sesamum rape and 
mustard groundnut coconut castor cotton seed moiora 
niger coriander cumm n a/tcan and Kardi Oil ■^eeds are an 
important group of crops and account for nearly 7% of the 
total cropped area A large quantity is exported annually 
although increaeed competition in foreign markets has 
adverseh affected the exports m the po^t war period If Is 



Aomcn/riHiii 


4‘29 


feit that Ifitliit ha?: noi yc( learnt to make the best use of 
tier oil-seed resomres, thon<,'h attempts liavc been made to 
develop a local oil-crnsliinp industry. Groundnut is the most, 
important, of the oil-seeds. 'J'he ehief nil-scod-prowinp pro- 
vinces are the United Province.s. the Central Provinces. Bihar 
and Oripsa, Bombay, the Punjab, Madras and Ihinna. 

(h) Fibres, such as cotton and jute, constitute an 
important group of crops. 

CoUon is the leading fibre croji. There is a ronsiderable. 
aroa under cotton, grown mainly in Bombay, the Central 
Provinces, Borar, Hyderabad, the Punjab, Central India 
States and I^fadras. As a eotton-prodncijig country India 
'/ranks next to the United Sfate.s of Atneriea. Indian cotton 
is mostly short -r-tap lo, and is not puited for the mannfnciure 
of cdoth of higlicr count?, sucli a? that produced 1)\’ lainca- 
shiro mills : Kgv’ptian and Arncricati cotton is superior to 
Indian cotton in this respect. T’hc AgricnlUiral Department 
is doing a gif'at deal to improve indigenous varieties and to 
encourage the cultivation of superior (i.o. Ameriean) varieties 
in India (e.g. in Sind). Attempts are also being made to 
increase the yield per acre. There ia a large exjwrt trade in 
raw cotton, about G0% of the crop being sent out. Japan 
and China and, to some extent, the continental countric.s of 
Europe are the buyers of Indian cotton. Latterly there has 
been a conpidcrable ineruase in the con.snrnpfion of Indian 
cotton in Lancaebire mills, and this tendency is expected 
to be sfrengilu-ned with the increased supply of long-staple 
cotton in Sind. Tlic Indian Cotton Comniiltee. which was 
appointed in 3TJ7, made various recommendations bearing 
on the cultivation and marketing of cotton and the preven- 
tion of the malprnelicus of adulteration, mixing and dumping. 
The Indian Central Cotton Committee, ivhich was established 
on its rccoinrncndiition to ensure a closer touch between the 
Am-iciilfural Department and the cotton trade, has done a 
""“reat deal to carrv out improvements atid to promote .suitable 
ferislation Tlic East India Cotton Trade Association w.as 
formed in I022 for tbo improvement of the cotton trade.':.. 
•y India is the world’s sole producer of ji^. The cultiva- 
tion is restricted to the Ganges-Brahmaputra delta in Bengal, 
•kssam Bihar and Orissa. Tlie soil' here is enriched by 
alhivini deposit.? suited to grow this exhausting crop without 
anv expenditure on manure. The exports both of raw jute 
and of I'ute manufactures are a leading item in our export 
trade only next ‘in importance to cotton. The jute industry 
is* in 'a depressed condition today owing to the severe slump 
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in prices and the general trade depression, and the area 
under jufe has diminished in recent jears 

(c) Indigo has had a highly chequered history. Until 
the competition of cheap German sjnthetic djes began, the 
Indian indigo industry was m a flouiisliing condition, and ■was 
^espon^lble up to 1907-8 for more than half the value of 
dyeing and tanning materials exported Smce then both the 
exiKUts and the area under cultivation ha^e senouslj dwin- 
dled, and tile future of the industry is uncertain Salvation 
lies in cbeajier production, both as regards cultivation and 
manufacture Indigo is cultivated in Madras, the United 
Provinces, Bihar, Onssa and Bengal Bihar is the most 
important province from the point of view of foreign trade. 

(d) Opium — The are.a under opium has declined pro- 
gtessivcK as a result of the policy of the Government of 
India Bj international agreements all exports have been 
slopped except for medicinal purposes The internal con- 
sumption of opium IS also etnctly controlled The cultivation 
of the poppv IS carried on under a system of Government 
licenses in the United Provinces 

it) Coffet IS an exotic phut in India, and is mainly 
grown in ^f>8ore State, Madras, Coorg, Cochin and Travan- 
core The competition of cheap Brarilnn coffee in European 
markets Ins adicrsely affected the cultivation of coJTee m 
India 

(f) Tea —With the exception of China, India js the 
largest tea-producer id the world The tea industry, which is 
the leading plantation industry in the country, has enjoyed a 
long spell of prosperity with growing internal consumption 
and foreign exjxirts The principal tea-growing areas are 
Assam, Bengal, Madras, Punjab (Katigra), the United Pro- 
vinces and Travancore There is a very large export of tea, 
especnlh to the United Kingdom, which takes about 90% 
of the Indian exports The world economic depression, over- 
production, and competition from Java and Sumatra have 
adversely affected the indiistiy in recent years This country 
has found it necessary to cooperate with other tea-producing 
coiintnes of the world and adopt ft scheme of restriction of* 
output and of exports 

(g) Tobacco — There are three principal centres of the 
tobacco industry, eastern and northern Bengal. Southern 
India and Lower Burma The leading tobacco-growing pro 
Vinces arc Madras, Bengal, Bihar and Orissa, Bomb.ay, 
Burma, the United Provinces, and the Punjab, The bulk of 
the tobacco is consumed locally, though Madras and Rangoon 
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have a considerable export trade. Increased consumption of 
cigarettes has encouraged the opening of a number of 
factories for the manufactm’e of cigarettes in India. The 
Agricultural Hesearch Institute at Pusa is devoting its atten- 
tion to the question of improving the quality of Indian 
tobaccos. The heavy imxK)rt duties on foreign tobacco and 
cigarettes, which are still imported in large quantities, are 
expected to stimulate the cultivation and consumj^tion of 
Indian tobacco. 

(h) Fodder crops . — The area devoted to these crops is 
inadequate in view of the large number of agriculkmal cattle 
needed in India. The principal areas are the Punjab, Bom- 
bay and the United Provinces. The Agi’icultural Department 
is giving much attention to the question of growing and 
storing fodders. 

(i) Rubber, which is an important raw material in the 
industrial economy of today, is grown mainly in Southern 
India and Burma. Most of it is exported. India’s share in 
world production is very small, being only about 3%. 

§4. Low yield of "land and its causes. — The neld per 
acre of land in the case of almost all crops is much lower 
(in India than in countries where agriculture is better organ- 
ized. For instance, the yield of cotton per acre in India 
varies between 75 and 100 lb. of lint cotton as compared 
with 180 lb. in the U.S.A. and 300 to 400 lb. in Egypt. 
India’s outturn of sugar is stated to be less than one-third 
that of Cuba, one-sixth of Java, and one-seventh of Hawaii. 
The causes of low productivity are the uncertain character 
of the mihfall, iToods, hails torms, frosts and other vagaries 
of the /c limate, d amage caused by wild animals, rats, locusts 
arid other nests. ineltim CTt metho ds_af cultivation, small and 
scaJtsrg(I~h3idrSgs, an3~the under-equipment of the a gricu l- 
tiirisE Encreasert mrigation and th^ efforts of the AgricuT- 
"lufal Department to deal with pe.sts and to improve methods 
of cultivation may be expected to improve the yield. 

LAKD and its pROBDEilS 

y §-5. Subdivision and fragmentation of holdings. — We 

shall now discuss our two main problems relating to land, 
namely subdivision and fragmentation of holdings, and 
irrigation. 

One of the greatest handicaps of Indian agriculture is the 
endless subdivision and fragmentation of land. Not only is' 
the total size of the average holding too small, but it is also 
scattered in a number of tiny plots situated at inconvenient 
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diHl-iiice-. (rom onp nnother (“see Map Mo) Tot \ustance, 
rirrnhl Blnlh fomx) that in the vill-ifre of Biinmpiir in iTie 
^HnJ^b 34 5^ of tlie cnUiTilors Ind more than twentj fi\fl 
fnfrments each V «pecnl inquiry into 2 397 Tillages in the 
Punjab (h tlo«e<] tint 17 9°^ of the owner’ Jiohhngs y\ere 
under 1 acre a fnrtbct 25 5% v.ere between 1 and 3 acres 
119"o betuicn 4 and 5 acres niid 18% between 5 and 
10 acres In the Milage of I'niipla Sondigar in the Poona 
Di'-lnct Dr Mann found tint 81% of the holdings were 
niuki lU acies wJiile no less Ihm 60% weio less than 5 acres 

The causes of subdivision and /ragmentation are inainlv 
the growing pressure of iiweasing population on the land duo 
to the absence of a corre ponding expansion o4 mdustnes, the 
grow til of a s pirit of individualism re‘=poD5ibl e for thejireak 
up of the jo int family syst em and the operation of the Hindu. 
an^Mohatnr^dan laws of inheritance and succession and 
the customs assocTaTed with them It is easv to see how 
the size of the family liolding would dimimsh with everv 
diMsion of the ancestral property among ill the sons, or in 
general among a hrge number of heirs Subdivision is also 
Usual!) accompanied by fragmentation, because cyerj sharer 
usually insist^ on obtaining a fraction in eycrv lot of thei 
fnmilj hnd in«tcad of being satisfied with one compact 
block Ihe aim in such a system la to ensure perfect 

equahtj of shares but it is earned to on extreme as the 
result of jealous) and suspicion It is clear that these lawb 
and customs are more frequentl) inyokcd today than in the 
last owing to the growth of population and the failure of 
iiidustr) to expand sufficicnflv to absorb the increased popu 
htion The breakup of the joint family sjstem and the 
growing spirit of individualism haie alto aggrayated the 
situation 

The evils of suhdiciston and espectalltj of fraginentation 
are ven serious The cultiyatioo of small holdings entails 
waste in a vanel) of ways Even such poor equipment as 
the ordinan cultnator pos'^es^cs namelv a pai r^of bullochg 
and a rl oimlu is not ahrajs fully utilired and the cost of 
cultiyation increases undiilv Sometimes the plots arc so 
«ma7i that fiicy cannot ’l>e proiier'ly ploiiglieil and cultivated 
rcucing sinking of wcUa and other iroprovcmenta cannot be 
ecbnomTcillv HilrohutlT Tliere is ako a great waste of nrei 
due to the nianj hedges baulks pattis tic The employ 
ment of labour saving devices becomes impossible Great 
waste of labour and tune in going from one field to another 
19 entailed by fragmentation which aDo gives nsc to 
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numerous boundary disputes. Subdivision and fragmen- 
tation in general destroy enterprise and impede thorough and 
intensive cultivation of the land. The cultivation of- such 
holdings is not compatible Avith progressive agriculture and 
a high yield of land. The great majority of the land holdings 
in India thus tend to be uneconomic, i.e. unprofitable to 
cultivate. 

Bemedies . — ^Attempts have been made in recent times to 
tackle the problem on a voluntary basis as well as by the 
method of legal compulsion. The object of such attempts is 
to secure to the peasant an economic holding, which is 
usually regarded as one ‘which allows a man a chance of 
producing enough to support liimself and his familj' in 
reasonable comfort after paying his necessaiy expenses’ 
(Keatinge). Perhaps the best thing is to say that the end to 
be achieved is to an'ange the relation between land. labour 
and cn pitn.1— C O that it will lead to the greatest possible advan- 
tage to the producer. The object is to put the ryot in 
possession of a reasonably-sized holding, and to help him to 
improve his economic condition in so far as this can be done 
through such holdings. 

Among the attempts on a voluntary basis, the most 
interesting is the experiment in consolidation of scattered 
holdings by the formation o f non pem tive Societies f or this 
purpose under the auspices of the Cooperative Departmen t in 
the P unjab since 1920- 1. The effect of consolidation of hold- 
ings, in s^far as it lias been achieved, has been beneficial (see 
Maps a and b). Land has become more productive and 
valuable^, liti gation . a nd quarrels hav e decreas ed , upd'~t}!^ is 
al^her desire fQ r_ inapr ovement. The pace'of the movement 
is, Ho^rovefT' ^ow' 'and~triere is no guarantee that in future the 
work of consohdation will not. be unofoneT Permissive legis- 
lation, enabling a certain proportion of landholders in a 
village to consolidate scattered holdings, has been tried, for 
instance, in-Baroda, but without success. Better results have 
been shown by the Consolidation of H oldings Act (1928) in 
the Central Provinces^ which has^'been' apphedTo^beginwith 
to the 'Chhattisgarh Division onhn In the Bombay Presi- 
dency, an unsuccessful attempt was made in 1927. (Dwing to 
bitter and not very enlightened opjiosition, the Bombay Small 
Holdings Bill infeoduced in the Legislative Council by Sir 
Chunilal Mehta had to be withdrawn. In this connexion, 
we may note the Agricultural Commission’s warning that in 
tackling the problem of subdivision and fragmentation, great 
caution and the utmost possible consideration of the opinions 
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and prejHdicea of the people affected ire nece«i>ar\ A.q 
element of compul ion mar be loentable It should how 
e\er onh bo ai plied »n the last resort to overcome the 
obstacles created b-; an obstinate minonU of landholders or 
tenants 

■=6 Importance of Irrigation — ^Indian agriculture cannot 
be < thtr than a nsk> occnpation so long as Jt mast depend 
exclusivelv on an uncertain rainfall and it is therefore 
nece ^in to pronde irrigation wherever possible In certain 
parts of India such as Sm l. Ranmtana an d the s outh vees fc 
Puniab,^ nhich are pricticalh j^unlcss, cultivation is mijxis 
s^I)iee^e|t uith the help of ar ^ficial irrigation In other 
|nrt-> like tl e Deccan uplands nUere the nunfains precarious 
and ill-di-tributed irrigation is necessarv to overconie ciiromc 
driiught Some crops like rice and sugarcane require i large 
ind regular water supply Second or winter crops whiclt 
are necea an to feed a grorvibg population reqiine Artificial 
omgation in the ab«ence of winter rains The well being 
of the large nia'ses dependent on agricolture is affected b> 
the adequacj of water supply and it is for this reason that 
irrigation eajiecialh in the form of wellc and tanks, Ins been 
jractised in this country from times immemornt Tlie 
distinctively Britisli contribution consists in the large irrtga 
tion works constructed for the purpose of utilizing the surplus 
water of large rivers . 

T he odtqntogca of irnqafion ar e ©bviou'i namelv merLase 
m the yjelJ of crops iDtr^octioo stable agriculture in 
dry and precarious tracls^protection and insurance against 
famines and scarcity (jflarger railway profits in the agriciil 
tural provinces like the Punjab and^rect financial gun to 
the Government 6The export trade (for instance in wheat 
and cotton) has benefited from irrigation which has also 
brought some relief to denselv populated areas On the 
other hand Iwater logging and salt effervescence are dangers 
particularly associated with canal irrigation These dangers 
have not always been effectivelv guarded againrt in the past, 
so that soils have sometimes deteriorated as a result of vm- 
jratinn TJie prov} jon nf ad^pnaip .drainqgn on nami kcarl? 
and economical use of water are (he remedies 

§7 Main kinds of irrigation works —The three mam 
kinds of irrigation works m India arc (i) Wells (ii) Tanks, 
and (m) Canals The canals are of three tvjies fa) inunda- 
tion canals (6) perennial canals and fc) storage works 

<i> TVells — ^Well irrigation is a vjtal factor in Indian 
irrigation There arc 2. jOQ.fVlQ-w ells m the countrv which 
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water about of the irrigated area. Wells are privately 
owned, althou^ their construction is encouraged by the 
Government, which advances assists m the 

installation of small power-pumps and tu be-wells. 

(ii) Tanks, which are a characteristic feature of Indian 

agricultural econom}’, are highly developed in Madras ^ 
where there are over of these petty hrigation 

works. On the other hand, they are hardl;v known in 
the find Sind . They need to be furlher en- 

couraged by the Government, especially where canal hrigation 
is impossible. 

(iii) Canals are now the most important form of irriga- 
tion in India, and are speciall 3 ' encovvaged by the Govern- 
ment. Different rimes of canals have been introduced in the 
various parts of the country, (ot The wundation canah '~ST^ 
dra\y p dh:g£.tIy.-£rom .a-iivor witho ut the use anv barrage . 
The}' are seasonal in their character, obtaining water only 
when the river J s flooded and reaches a certain l evel. Lands 

^*T)d and the J^unjab u sed to be, and to some lixtent still 
are irngated liy su^'canals drawn from the Indua and the 
Sutlej re spectively . (b) Pe^^nia^cma^ are constructed by 

putting some f orm o f _ barrage across^ a rivti r which flows 
t hroughout the year, flivertmg its water by mea rm_of 
canals to the land to be irri gated. They are to be found in 
ihe Gmted Droving, the TuluiaB and ]\fadras. The Sukku r 
Barrage , which was opened in 1932 . has converted inundation 
canals Tnto perennial canals flowing all the year round as a 
result of the baiTage constructed across the Indus, (c) 
canals are constructed by buildi ng a daro-across 
a valley to^stor e ..the monsoon rain-water. The water so held 
is distributed by mean s of canals. Such works have been 
constructed i n the Deccan , the~CeDtral Provinces, and Bundel- 
khand, where the I'iver.s are noF~perennial,' and therefore 
necessitate artificial s torage of water. 

§8. Classification of Government irrigation works. — 
Until 1921 Government irrigation works were classified as 
follows : (i) Productive, (ii) Protective, and (iii) Minor. 

H (i) Productive works were expected to yield, within ten 
years of their completion, net revenue sufScient to cover the 
annual interest charges on the capital investment. Such 
works are mostly found in Nor thern India, an d. Mad ras. In 
1930-1, 22-45. million acres were irrigated by such productive 
works, 'th^t^pitaPmvested in them being Es. 92 . crores_. 
This was the only typs of i rrigation works for which the 
Government raised loans. 
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(ii) PjoJecItcc were no t expected to be dirccth 

r>. mnnPT-^<'n'?r '‘*^i^~rofer intended to ensure pjotg^tiou 
■T^ ^TTTgt fnminp-s. m precanous tracts like the Deccan The 
cost of such works was met from the annual grants lor lamvne 
relief and insurance These works are economical indirectly 
and in the long run The area irrigated by them amounted 
to 4 19 imihon acres m l^SO 1 the capital outlay on them 
bein^ about Jts 45 c rores 

(in) Minor icorf s — This was a miscellaneous class, in 
cludiii^ nninU old tanks taken over by the British Govern 
merit Thc\ were all financed from reaennes 

Since 11321 this old cla^sificattoo for the purpose of 
determining the source from wrlucli funds were to be pro 
iiled has been altered and it is now possible to finance 
an\ work of public utility from loan funds The classes of 
protective and minor works have been abolished and all 
irrigation works whether major or minor for which capital 
accounts are kept have been reclassified under two heads 
(i) Praductite and (ii) ( nproducttve with (m) a third class 
emliraciDg areas irrigated bv non capital works 

§0 Growth of frrl^atfon — ^Thc total capital outlay on 
irrigation and navigation works amounted to Rs 140 crores 
at the end of the year 1932 3 as compared with liT 42 4 
croE^H- itu ,1001.:?. The gross revenue for the year ^932^ 
was Bb 12 5 crores working ftiponepg Bs 4 7 crores and 
the net return lin capital 5 3o% Tlie area imgatecT bv 
Government irrigation works has steadiU increased from 10_5 
million acres in 1878 9 to 29 75 million acres in 1932 3 'ttiT 
estimated value of the crops so raided being Es 87 crores 
(excluding non capital worl s) Th e irrigation rates charged 
var} with the crop grown md nre ffitTi^en tTn rt i i roviiu -e 
as UefT as {jiTllro tvcial canals in-aiu.^ven provnnee Xhus 
in' Ltrc PunjaD tiic^ vjfy froiu Its 7-8 to li^ rj per~Bcre for 
sugarcane, from Its 3-4 tft Bs 5 4 per acre for wheat, and 
so on 

The area irrigated (see Map VII) is the largest in the 
Punjab (10 5 million acres out of a total 29 75 million acres 
m' 1932^) Tlie iiercentagp. nf tha anyi. h.^ Gov/ym. 

ment irrigation works to the total cropped area was 12 7% 
in 1930 1 S Xadras the United Provinces and Sind nre n thpr 
jvrovinces advanceinn lesjieci oi imgation facilities Bombay 
Presidency and the Central Provinces, both of which are in 
need of irngation facilities are poorly developed, the percen 
tago of area irngated by Government irrigation works being 
onij 1 5 and 2 1 respectively m 1930 1 Bengal, Burma and 
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Assam also show poor development, but their need is not so 
gi'eat thanks to more favourable rainfall. The total area irri- 
gated in British India from all sources amounted to 50'5 
million acres in 1933-4 — 26-9 million by canals, 6-5 milhon 
by tanks, 11‘4 million by wells and 5*7 million by other 
sources. 

§10. Irrigation policy of the Government. — The British 
Government inherited from its predecessors some of the 
])re sent irrigation works sncli as a few inundation cana ls (i.e. 
t he Ganges and Jumna^ c anals) in Upper India, and stora ge 
w orKs and ta nks, especiall y in the Madras J^residency. In 
( lie time ot ihe Bast India company these were neglected , 
but from the iniddle of the nineteen th ce ntury the Govern- 
ment began to repair and revive the old works. Su bsequent ly , 
the Government adopted a ne w policy of constructing an d 
m aintaining productive irrigation works, by raising lo an s 
for tne purpose, The h’amine Commission of 1880 recom- 
nreuded tne construction of protective irrigation works .a s a 
measure of famine protection le.p. m tne Deccan), but pro- 
gress ■'was' v6Fy 55lo\v on account of their heavy cost. A new 
chapter in the irrigation policy of the Government was 
opened in 1901, when the Irrigation Comm ission of that 
year made a senes of recommendations with a view, .t o ex- 
teUdlrig" trff“"fast'"'as jxissibie the scope ot productive and 
especially of protective irrigation works for the . Deccan. 
They also recommended the liistna and Tungabhadra pro- 
jects. following their recommendations, the Government’s 
earlier poli cy of concentrating on railway construction w as 
modified in 'favour of irrigation, and a large number of new 
works were undertaken, with the result of more than doubling 
' the capital outlay. U nder the Beforms of 1919. im'gntin n 
became a provincial subject^ and since 192 2 remar kable 
,ju:^ac tivity in regard Lu irri'gatio'fl WOi'ks nas been displayed by 
^ the ~ Yarious l-'rovincial (jovernment s. As many as 19~ im- 
portant new works have been either completed or are under 
construction. The new major works of exceptional impor- 
tance are ; (i) the S utlej Valley profect- in the Punjab 
(completed in 1933) estimated to cost Es. 23'86 crores and 
to irrigate over five million acres, (ii) the SukkiuTBa rrage in 
Sind (completed in 1932) estimated to cost about Es. 20-04 
crores and to irrigate over five million acres, (iii) the Ganv er}' 
E eservoir and Mettur project (completed in 1934) esimiated 
to'Tost' about Esi 7-37 crores and to command a new area 
of three million acres, and (iv) the Isfixamsa gar proi eet (com- 
pleted in 1933) estimated • to "'cost'”Esi”°”4^7 crores and to 
29 
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irrigate 2 7o 000 acres lo Bombay the Lloyd Dam which 
IS the largest mass of masonrj in the wouu was completed 
in 192G In the United ProTinces considerable progress has 
been made w ith the Sarda Oadb canals 

§11 Canal colonies In the Punjab — ^These La\e pla\ed 
a striking part in the imgational historj of the Punjab 
Before the advent of irrigation m the eighties of the last 
century the whole va’ft stretch of the country now irrigated 
bv the Lower Chemb Jhelum and Ban Doab Catnls was a 
desert owiii^ to meagre and precarious rainfall It was 
therefore necessarv to transport bodily whole communities 
nto the new areas opened op bv canal irrigation Colonv 
tia<ts and villages were systematically planned the land in 
nth colonv being divided into large and small squires and 
rei tingles roads were marked out village boundaries were 
‘•cttltl and so on The colonists who hid to bmlA their own 
liouses were judiciously selected by the Revenue officers in 
the congested districts from among the classes of hereditary 
landlords or occupancy tenants to hold the so called peasant 
^rantv inder which the balk of the land is allotted The 
terms of the grant vary in the different colonies The 
kvenige area allotted to each individual is from one and a 
] alf to two squares or about forty to fifty acres larger 
prints being made to hereditary landholders of substance and 
tatiis and to enterpnsing men of means Grants were afso 
unde in recognition of special civil and military services to 
the Government Wiat was once a treeless waste land has 
thus been converted into flourishing canal colonies The 
peasant propnetor who holds nearly of the land is the 
backbone of these colonies of which the three principal ones 
are Lvallpnr Slulipur and Montgomerv (other colonies being 
the Sidhanai Sohaj Para Jhaog Chunian Upper Chenab 
and Upper Jheimn) The aggregate area of land covered hy 
them amounts to five million acres (see Map Vm) It may 
be added that the Government of the Punjab derives a sub 
stantial net revenue from thooe colonics which in the words 
of Mr "M L Darling have, in fact opened for the Punjab 

LvBouR, Eqciimevt A^D OrcvNirmoN 
§12 The Indian agricultorist —Having considered land 
w 0 mav proceed to deal with otlier factors of the agricultural 
or rural economv of India namely labour or the agriculturist 
himself his equipment and the oigamration of his business 
It i-> clear that efficient agiicultiire depends largeh upon 
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the qualities of the farmer. As things stand at present the 
Indian cultivator or rjmt must be acknowledged to be inferior 
in point of intel ligence, ent erprise and, capacity for labour to 
the European or Amencan farmer. His inefficiency is not, 
however, rooted in the nature of things, and is largely to be 
attributed to adverse factors such as chronic drought, 
pressure on land, lack of education and san itary' amen ities 
in the rural areas, the load of indebtedness he has to cany, 
and the caste system. Glowing tributes" to the careful hus- 
bandr}' combined with hard labour, perseverance and f ertil ity 
of resource of the Indian“'agficultm‘ist have been paid by 
foreign observers like Dr Voelcker.^ At the same time we 
must admit that, generally speaking, he is lacking in origi- 
nality and initiative and is too closely wedded to fdutme and 
tra'ditronarniefliods and jiractices. His conseiwatism is often 
an obstacle to reform _and progicss. It is necessary- to im-„ 
pro ve both the farmer^nd^ls environment so that each may 
help the ofBerT A compreheh.sive scheme of rural education 
suited to the rui-al envuonment and needs, providing for the 
education not only of child ren. but also of - adults of both sexes, 
is the first reform needed. The radio, the cinema, the magic 
lantern, exhibitions and demonstralions must all be pressed 
into the service of rural education. In the second place, 
sanitary conditions in villages“must be improved by the provi- 
sion of good drinking water, medicaf. aid and improved 
housing. To overcome the farmer’s conservatism it is neces- 
sary to aim at closer contact between village 'and town by 
means of better roads and~T:oriunimrcafiblTr7urcran efficient 
postal system. It is 'als'o'liecessaiy that absenteeJ[andlordisni 
should' be discouraged, and the landlord induced to take a 
more active and personal interest in the wllage agricultural 
improvement]^ 

§13. Agricultural technique: methods of cultivation. — 
The Indian agriculturist for the most part follows methods 
of extensive cultivation which are unsuitable in view of the 
smallness of the average holding. In this respect, Japan and 
China present a marked contrast, agriculture in these coun- 
tries being earned on very intensively and thoroughly, almost 
like gardening. The salvation of the Indian peasant lies 
similarly in adopting intensive methods of cultivation. This 
involves more expenditure on p ermanent improvei nents and 
irrigation, more efficient cu ltivation , careful selecti on of se ed, 
iTbetter 'system of rotation of crops, and adequate manuring . 
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llie value of pure seed of good quality is great A ceitam 
number of seed s ocieties^pd secdLianns exist , but thej need 
to be multiplied in all parts of the country 

The application of .inmmi6>aod-fortiUzers^s essential for 
increasing the yield of land The question of proper manu 
ml treatment of the soil and of the careful conservation of 
tie manure is much neglected m India one of the wasteful 
j radices being the use of cou dung as fuel Altermtne 
forms of fuel through afforestation should be provided in 
Older to ensure the fuller use of farmjard manure ^fnam e 
pits in^illages should also prove useful In canal and other 
imgafcd areas fertilizers like fmmn p mm j^nlpha to Iwnp 
mcalj jish ma nures and oi l cikes are being used m gridinlh 
increasing quantities thanks to the propaganda uork of the 
Agricultural Department 

§14 Equipment — (i) Implements — Tlie Indian agri 
cnltunst still largely uses his old an_d^imple implements 
which are cheap light and portable eisv to make and to 
ippair Improved implements are however nccessarv to 
increase the productivity of the soil Iron ploughs^ improved 
harrows hoes seed drills and fodder cutters sugarcane 
crushers small pumping machinery and water lifts have been 
introduced to some extent but much still remains to be done 
in this direction It is clear that American, methods based 
on an extensive use of agricultural macHTncry’are illsmtel 
to a country of small peasants Cooperative and jomrTarm 
mg however would make possible to'VTirmted exteint the 
use of such machinery The Agricultural Department 
(through its engineering section) is trying to popuhrire the 
use of improved implements 

(ii) Ltcc stock — Cattle are the most imp ortant, part of 
the livestock possessed bj the Indian " cuifn ator Thej 
supply practically all the motive power for ploughing aBd-*hft 
irrigation, and are a principal source of thejnanure com 
monly used and the ^lef means of rural transport ~The 
importance of railch-Mttle for a mamly vegetariX country is 
also obvious It must", liowever be admitted that the quality 
of Indian cattle leaves much ta be desired The country 
IS maintaining an excessive number of cvttle but they are 
usually so p oor a nd ill fed that there is a serious deficiencv 
of cattle power There are large numbers of useless cattle 
but religious prejudices comeTn tie vvaj of IhelF'reduction 
^foreover, over the greater part of India there is a shortage^ 
of fodiler from December to Julj Increasing attention must 
he paid to the growing of fodder crops and to the efficient 
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sto rage and ecoijoraical_ use of fodder supply. Cattle- 
1^-Qdiugj„ which is “at presenf“mjglecfed, must be practiseT 
mote catefulty and extensively. The Ing landlords must give 
The Veterinary __D^partmenl; i3~doin^'us^e£ul work 
in cattle-bi-eeding as ^ll as in the prevention and treatment 
of cattle diseases lilce* rinderpest, which lake'^ai heavy toll 
and inflic V^gl'eat " losses on the farmer. The provision of 
vetoriuary aid in India is, however, most inadequate and 
needs to be substantiality extended. “ ' 

§15. Rural ihclri^tries. — Agriculture needs organization 
as much as anj^ other business, but in India it is at present 
in a very bad way both as regards internal organization (i.e. 
as regards holdings, permanent improvements and sub- 
sidiary industries) and external organization fi.e. as regards 
marketing). 

The absence of subsidiar}' industries which would en!alfle_ 
the farmex._to__em_ploy_h_i6_labqur-power more effectively and 
distrihute it more evenly throughout the year", is a“ source.pl 
gfeat"economic..wealcness to the small landholder in India. 
At present there is a” large waste of rural labour on account 
of the se aso naLcharacter of agricultural occupation. In the 
slack season, which lasts from 150 days to 270 days in a 
year in different parts of the country, the agriculturist is 
practically une mploy ed.. As !Mr Darling points ofit, ‘the 
only way in which a small farmer can keep himself, out ..of 
debt, _ia. by being frugal and industrious and'^bV having a 
second string to his bow’ as in Japan, France, Germany 
and Italy. Dairy-farming and cattle-breeding are promising 
as side-occupations. The following rural industries may also 
be mentioned : poultry-keeping, fruit-growing, market- 
gardening, hand-hulling, '“"^ricuItureC bee-keeping, tanning, 
mat-making, bamboo and cane work, I'ope-maldng, making 
bfdfsT’potteiy, etc. ll is clear that not all of these are suit- 
able for every part of India, and that carcful sclection based 
on intensive regional suiwey's would be necessary. 

Hand-spinning as a possible rural industry has received 
a good deal of attention because of the controversy which 
has centred in recent years round the charha and its asso- 
ciation with Mr M. K. Gandhi, the great preacher of the 
gospel of the cliarlia. It is argued that hand-spinning is 
simple, _ easily_]eajnt,_and ip capable of being taken up and 
put aside any time so as not" to. interfere with agriculture, 

tiie main bcci ipatio n of .., t he people ^ On tbV other hand, 

kliacTdar cannot always compete successfully, with the cheaper 
mill-made ^clcdhrVdnch‘'"i5T also "rapier and more attractive. 
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However so long as the fanner is not and cannot be supplied 
with anj other more remnncrative supplementary industry, 
hand spinning offers some chance of balancing his budget at 
the end of the 5 ear 

A more hopeful solution of the problem lies in jiromoting 
the establishment in rural ateas, of inBustries connect^J^th_ 
the preparation of Uie agricultural produce for consumption 
itul oxjiort such as cotton ginning decortication of ground 
Imts rite milling and busking and oil pressing 

§ 10 Marketing of agricultural produce — The mnm 
pioblem of the external orgnni 7 atiou of agriculture is the 
marketing of agricultuial product to the best advantage of 
tie firmer It is unfortunately true that from this point of 
the existing marketing system suffers from several defi 
ciencies The Indian cultivitor is normalh depond_ent_oii 
the money lender^ to uliom his crops are often mort gaged u i 
aiKance There ate i!so stvtral professional Healer s and 
middlemen nlio are highli oiganized and pioBt ai~th^ ox-_ 
ponso of the cultnator Other handicaps of the" cultivator” 
are Ion standard of literacy absence of properly regulated 
markets and of combination among farmers chaotic^^condi 
tioii of noigbt-' and jneasures, inadequate etoroge ^faciliti cs 
and defective communications in rum! areas On ing~to lilT 
tlironic shortage _cif_ca_pnal aud his inescapable cash liabilities 
hkt land revenue and rcur the farmer his to sell in a falling 
market and thos fails to get the best price The system of 
fciles in the larger markets through dahli (commission 
agents) is also defective Apart from liiglTj^rokerage tbcie 
are several unautliorized deductions to nhicTi the'neces^sitous 
seller has to submit 

It IS obvious that an efficient svstem of rural marketing 
is indispensable to secure rural prosperity and hetttrment 
The ti\o most hopeful measureg of reform are (i) Coopcrahcc 
sale and (11) Regulated marl ets 

(1) CooperatiTi Sale Societies have made some progress 
notably in respect of the sale of cotton in Gujarat and Kar 
uatak There are also Cooperative Commission shops for^the 
sale of wheat in the Punjab and societies for the sale of 
jute in Bengal The Cooperative Sale Society offers manv 
advantages such as elimination of some of the middle men 
with their high commission charges use of correct v\ eights 
a^d measures proper grading of produce competitive and fair 
pTTces'" and advance bf money against product" The sale 
movement has however made onlv a limited progress its 
mam handicaps being inefficiency of management the fact 
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that the society has no hol d on its m^bers, and inadequate 
finance.^ ~ 

(iif Regulated viarkets, such as those established in some 
districts in the Bombay Presidenc}’^ under the Bombay Cotton 
Mai'kets Act (1927), are calculated greatly to improve exist- 
ing marketing organization. Here trading takes place under 
proper rules and by-laws administered by a IMarket Com- 
mittee~on whiclr"gi‘owers "as well as producers are represented. 

Incr’easing attention is also being paid to the standard- 
ization of weights and measures. Eeform in this 'ijnatter is 
necessaril 5 ~“sT^~'sihce“''rt“has“Td encounter strong obstacles 
set up by conservatism a nd _ custom . 

Tiic Government of India is now devoting considerable 
care and attention to the problems of agricultural marketing 
of India. It recently (April 1934) appointed Mr A. iM. 
Liwngstone as the INIarketing Ex pert on the staff of the 
Imperial Council of A^ieultural~Ee3earch. A central max'- 
keting staff and provincial marketing officers have also been 
appointed, as suggested by the Koval Commis sion on Agxl- 
culture (1928). This new organization is at present engaged 
in conducting marketing surveys of the principal crops in 
the different provinces to provide a common basis for future 
progress. ' . ■ • 

EtrtXAL Indebtcdness 

§17. Estimates of rural indebtedness, — One of the most 
serious problems of the I'ural economy in India is the heavy 
burden of rural indebtedness. Tlie Central Banking Enquiry 
Committee (whose report was published in 1931) estimated 
that the total agi'icultural indebtedness of the British Indian 
provinces was in the neighbourhood of Ks. 900 crores. The 
figures by provinces tire as follows : 


Bombnv 

Es. 81 crores 

Biliar and Oris>:a 

Es. 556 crores 

Maflra? 

.. 150 

Assam 

22 

Bengal 

.. 100 .. 

Burma 

.. 60 

United Provinces 

.. 12 { 

Central .Areas 

.. 16 

Punjab 

.. 135 

Conrg 

.. -55 lakiis 

Centra! Provinces 




and Berar 

7. 36} 




While it is true that the small peasant in India as in all 
other countries will, arid has to, borrow and that he was 
indebted even in pre-British days, rural debt has shown 
an alarming increase, especially in recent years. It is not 
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however bo much the volnme of indebtedness winch gives 
c'luse for anxietj, as the fact that the greater part of the debt 
IS nnprodoctive and carries very high rates of interest The 
burden on the peasantry has been made almost unbearable 
ouing to tbe present fall m the prices of agricultural products 
§18 Causes of Indebtedness. — Ihe following are the 
main causes of rural indebtedness, apart from the extreme 
IKiverty of the masses 

(i) Excessive pressure of the population on the land and 
^nhdicision and fragmentation of holdings — ^The growth of 
the population and the nirahzation of occupations has 
iDcieased the pressure on land Tar more people have to 
depend on land than are required for its thorough and 
profitable cultiiation Land holdings, moreover, are for the 
tiiost part uneconomic ind yield only a small income even 
m the best of jears The declme of cottage industries and 
the lack of subsidiary occupationa have further worsened the 
economic position of the farmer 

(ii) I he tnsecuritij of /lorre^t —Indian agriculture m pre- 
carious tracts like the ^mbay Deccan is a gamble m the 
monsoon It mnj be said in general that an agricultural 
cjcle of five years gives one good year, one bad and three 
that are neither bad nor good It is only in good years that 
the peasant can keep himself out of debt 

(ill) Loss of cattle due to famine end diseases like rinder- 
pest adds to the economic embarrassment of the cultivator 
and often compels him to borrow for purchasing cattle 

(iv) Excessive love of Utigalton, ami improvidence and 
cxiratagance have been suggested as causes of indebtedness 
Wliilo the Indian peasant is ordinarily frugal to a fault, on 
certain occasions like death and mamago ceremonies he 
spends beyond his means, owing largely to the tyranny of 
social custom and lack of education It is, however, clear 
tint the indebtedness due to causes (i) to (m) is far more 
serious than that caused by the occasional extravagance of 
the peasant 

(v) Ancestral debt which is inherited from father to 
son, mav be regarded as one of the imfcrtant causes of 
existing indebtedness 'Innumerable people are thus born in 
debt, live in debt and die in debt parsing on the burden to 
those who follow ’ 

(vi) The modem change tn the culltcator’s position — As 
"Mr Darling aptly remarks, ‘prosperity is as much a cause 
of debt as insecurity of harvest’ The establishment of peace 
and order in India the growth of towns, and the opening 
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of world markets to Indian agi'iculture have made land a 
valuable security for borrowing from the money-lender, and 
the illiterate and uneducated peasant has not been able to 
resist the temptation to borrow. 

(vii) The moneij-lender and the system of usury . — With 
the establishment of British Civil Courts for enforcing con- 
tracts, and the disintegration of the village community, 
which removed all restraint on the money-lender, the 
peasant’s position was weakened. High rates of interest and 
the system of compound interest led to the exploitation of 
the ryots, many of whom came to be deprived of their lands. 
In fairness to the money-lender it may be said that the high 
rates he often charges ore largely to be regarded as insurance 
against the great risk he runs of losing his capital. 

(viii) Land revenue -poUcy . — ^The heaviness of land revenue 
and the rigidity of its collection, as suggested bj'" E. C. Dutt, 
have operated to increase the burden of indebtedness in both 
these respects since !Mr Butt’s time, though their effects have 
been largely nullified by tlie present depression. The land 
revenue system requires to be made more elastic so that ade- 
quate and prompt suspension or remission of land revenue 
could be granted in times of niral disteess, whether due to 
scarcity or fall in prices. 

§19. State policy regarding indebtedness. — The gi'avity 
of the problem of rural indebtedness was forced on public 
attention by the Deccan Eiots .Commission (1875). From 
time to time the Government has adopted various measures 
to tackle the problem. In the first place, it tried to improve 
the Ch'il Law and procedure regarding agricultural debtors, 
whose tools, implements and cattle were exempted from 
attachment. The Deccan Agriculturist’s Belief Act of 
3879 gave power to the courts to go behind the con- 
tract between the agriculturist debtor and the money- 
lender, and to modify it in favoim of the former by reducing 
the rate of interest and, if necessary, by restoring his land. 
The Act has not proved effective, and to some extent the 
facilities given by it have been abused. The Usurious Loans 
Act. consolidated and amended in 3938, seeks to determine 
the legal maximum amount of interest recoverable. Eegula- 
tion of monej'-lending has been recommended bj' the Agri- 
cultural Commission, and the licensing of money-lenders by 
some of the Provincial Banking Enquiry Committees. The 
Puniab Eegulation of Accounts Act (19.80) requires money- 
lenders to use regular account books and to furnish to each 
debtor a statement of his account. 
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A more hopeful solution js debt conciliation on a vohm 
tarj basis as suggested bj the Central Banking Enquiry 
Committee This i3 all the more necessary today because 
the burden of past debts has greatly increased owing to fall 
m prices The money lenders also are more willing than 
they used to be to accept conciliation of debt by arbitrators 
This plan is being tried in the Central Provinces the Pun 
jab and in some of the Indian States hke Bhavnagar 

Land \lienation Acts have been promoted m some pro 
vmtes in order to restrict the transfer of land Por instance 
under the Punjab Land Alienation Act (1*101) non agncul 
tural classes are not allowed to buy land from a member of 
an agricultural tnbe nor take it on mortgage for more than 
tuentv years This has however produced adverse reactions 
on rural credit and has led to an increase in the number of 
money lenders exploiting the agricoltunsts 

Under the Land Improveroenl Loans Act of 1883 and the 
Agriculturists Loans Act of 1884 the Government advances 
iakkati loans to agriculturists This system of State loans 
has never been vorv popular owing to red tape and strictness 
in recoverv 

Probabh the most promising among the measures adopt 
ed b> the State to deal with rural indebtedness is the supply 
of credit on a cooperative basis tlirougli Cooperative Credit 
Bopietiea and Land Mortgage Banks 

The CoopERvTivr Movtment in Indiv 
>^20 The Cooperative Acts of 100-1 and 1912 — ^Tho idea 
of Using cooperation as a means of fighting^niral indebtedness^ 
in India and supplying cheap ciedit to“the farmer was first 
suggestel by Predenck Nicholson a '\radra3 civilian, who had 
mado a gfiocial studv of agricultural and other land banks in 
I urope In ins Report (189a 7) I e pleaded powerfullv for 
the introduction of cooperative credit societies on the lines 
of the well known Ra ^fi‘p^gp | 1 societies ir Mainly 

as a result of tliir" the (Jboperative Credit Societies Act 

A* inwiuVn’ ifn- lihr jfaaira^uir «n' cmdv* sinniMw (.iaivift’ nTid 
Urban^ only and n nstmned fnrm<i of- non empera 

tion ^V- ten o i- Tnnr<» pprgons_mii ld apply for registration 
and form themselves into a credit society if all of them were 
fiona the same village or the same caste or tribe or from 
the same town In the case of rnral s oglR t^e3 unlijpiteA JmLiliti 
was the rule in the case of urban societies the matter was 
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left to the option of the society. .Ml profits had to be carried 
in the case of the rural sogiftTos fri ths rfiserve fund , prban 
eocietifis^being required to carry only one-fourth o f the profits 
in this way. The societies were to raise the required work- 
ing capital by entrance fees paid by members, shares (there 
being limitations on the value of an individual member’s 
shares), deposits from m embers and l oans from outside, and 
were to distribute the funds so raase^d among members only. 
Begistrar s were appointed in all provinces to exercise super- 
vision over the organization and to control the movement. 
The Government reserved certain powers for itself such 
as (i) CQmpulspixJnspaction^ipd^^^^t, (ii) c ompulsory dis- 
solution of a society , if necessary, by the Registrar, subject 
to an appeal to the Provincial Government, and (iii) ^wide 
rule-makin g power.. To encourage the movement the” 
Government offered certain concessions and privileges to the 
societies registered under the Act, such as exemption from 
income-tax, stamp duties and registration fees, priority over 
tlie" or^nary_ creditors^ of a member and the grant to a new 
society of limited loans free of interest for the first three years. 

In every province, the movement showed remarkable 
progress. In 1911-12 the number of societies was 8,177, the 
number of members 403,318, and the amount of working 
capital Es. 3-35 crores. Iiul912^.f.i :esh legislation .was passed . 
The new .Cooperative Societies Act of that year recognized 
non-credit forms of cooperation affecting j airchase, ^ sale, pr o- 
duc tion. insu ranc&^^^lionsmffZ^tc. It also recognizedcemral 
societies such as (i) Unions, consisting of primary societies 
for mutual control and“Sredit7"'(ii)'"Centi'al‘”Banks^ consisting 
partly of societies, and partly of "'mdmS^Ts fonned for 
financing primary credit societies, and (iii) Provincial Bank s, 
consisting of individuals (societies wei’e lafeTadmitted) to 
supply finance to the whole movement in the province, ordi- 
narily through the agency of Central Banks. The Act of 
1912 gave a fresh impetus to the cooperative movement, and 
a number of societies for the sale of produce, cattle insur- 
aiJC&r-nojillLJlipply, varn. silk and manure purchare, retailing 
p£-<fai in implements and com m.cm--aec e.ssari es "^consumers’" 
stores) were ^rted andprospered . The°* lVraclagan Com - 
mittee . appointed by the Government in ,1914 (October! , to 
review especially the financial aspects of fhe ' movement, 
made several useful recommendations which have largely 
determined the organization of cooperative finance in the 
various provinces. Since the Reforms of 1 919. cooperation 
h.a^ become a provincial transfeiTed subjecU under the care 
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of a minister Some of the provinces like Bombaj (1925) 
have passed separate Cooperative Societies Acts, mainly based 
upon the framework of the All-India Act of 1912 In recent 
years, oMing to the fall of ngncultural prices and economic 
depression the movement has been passing through a cntital 
stage, and this has focussed public attention on its major 
defect^ such as^ jgDorapce o n_tho nart- of member^ o t true" 
cooperatne principle ine flicient management , laxity 
/inTSfnal control, ^Unpunctual payments ana larg e overaues ~ 
The Goveimiient shoaIE'TrnlSJ'X"dct6Tfinned ellorCTo remove 
these defects, enlisting all possible help from the non-official 
leiders of the moiement 

Statistics relating to the cooperative movement. — 
Tuo latest available statistics (for the jear 1933-4) relating to 
the cooperative movement m India are as follows The total 
number of Cooperative Societies was 105,083 Of these 
92,407 were Agricultural Societies, 11,124 non-Agricultural 
Societies, 013 Central and Provincial Banks (including 
Banking Unions) and $79 Supervising and Guaranteeing 
Unions In the same >ear, Madras ^ad 13,581 societies, 
Bombav 5,810 Bengal 23 533, Bihar and Orissa 8,901, the 
United Provinces 0,051, the Punjab 21 395, Burma 9,107; 
the Central Provinces and Berar 3,794, Assam 1,400, the 
>orthWest Frontier Province 461, Della 288, and Ajmer- 
Meivvaca 7t)7 The movement has made a fair amount of 
progress m some of the Indian States as well The number 
of members of piimarj societies in tlie jear 1933-4 was 
i JIG 222 and the total working capital amounted to 
Iv!. 95 73 trores While these figures indicate substantial 
progress there is still much scope for further extension in 
view of the large size and population of the countrj Not 
more than 10% of the credit needs in rural areas even in 
advanced provinces like Bomhav are being met at present 
tluough the cooperative agenev 

|22 The constitution and working of a primary agrl- 
I v^ultural credit society. — Since the primary agricultural credit 
societies represent abont 90%, .of the total number of societies, 
M.'i, arATO/j/t th/wK w/in.a/gOT/tvA 

and working 

We have already pointed out that a nv ten persons from 
the same village cm form themselves into such a societj'. 
The membership must not fTeeed .nn e hundred m nnmbn r 
This IS to ensure~craaLjBn|Xxusioa ..apt) ,rn i ilii.al^..^op trpl 
Diab ilt tv IS unlimited^ This exercises an educative in- 
fluence on the members by stimulating mutual control. 
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and improves the credit of the society by inspiring 
confidenjce amongst its outside creditors. The management 
i s democratic and honora ciu It is entrusted to (i) a General 
Committee consisting of all members , which elects .membe rs 
of the Managing Committee and a ~&pt s the a nhual balan ce 
sh^e^^and (ii) a Managing Commiltie, which Conducts the 
routme and executive husiness of the society and a(|lmits.new 
members. There is also a paid Rficrftta'r;^? . The ^ working 
capital is d£awn from two som-ces : (i) internal, compr ising 
e ntrance fees. dejDosits by members, share capi tal (if any), 
and the reserve ftincl of the society; (ii) exJigj;naL comprising 
loans and'~~ deposits troin^ o ther societies, from the Govern - 
rn'ent, and, most unportant of all, from the central financing 
agencies like the central and. prov incial coo perative hanlrs . 
Since the internal sources, especiallj' deposits by members, 
are not well developed, external sources of capital hold a 
dominant position in cooperative finance today. L oans are 
adyaneed-usually for productive o bjects, i.e. for buying seed . 

* c attle , m anure and m§^tjxig othe?' n eeds of the a.crriculturist, 
such as payment of r ent or land r evenu e. Long-term loans 
for permanent improvements and redemption of past debts 
are rarely given by such societies. Special Land IMortgage 
Banks are being established in the various provinces for this 
purpose. Loans for unproductive purposes ^- such as cererpoi, 
nial expense s, are theoretically not permissible, but they are 
necessar^' for preventing the ryots from falling into the 
clutches of the money-lenders. The ti:^ of repayme nt is 
fixed so as to enable the members to return their loans 
atfS^ the crops are harvested. ^Bupctual,.....paymejit is 
esssniial, postponement being granted only in exceptional 
cireiLmstances. ■ 

The main cooperative security, is that offered by the 
honesJ.v of the borrowing member. Material 
secm’ity m the shape of land is also accepted as collateral 
security. The borrowing member has to furnish sureties, 
usually from among the members. 

Prnfiis after meeting all expenditure are c arried to the 
BeserveL Blmid. but the Act of JL9I2, permits distnbution of 
divide nds on sha re capital, if any, and a certain amount of 
expenditm'e "oncharr^ and education. Disputes between 
the society and its members are settled by arbitr ation. The 
Eegistrar can dissolve a badly managed society alter an 
inquiry into its affairs. 

§23. Benefits and limitations of the cooperative move- 
raent.-^The cooperative movement in India has conferred 
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substantial bt.nefits on the country It lus, for instance, 
made c heape r credit atailable to the asricu Uncal an^artisan 
classes and mucli saiing m respect otTHe interest paid bj 
them has thus been eaecled The money lender b mpnowly 
has been broken m inanj a \illagc \\ith the progiess of 
too|)eratne b inking, the ^ardioj habit has received a 
welcome clieck Agriculture ^j s bti iefited* m a variety of 
nays Tlie movement has promoted the organuation of 
j^riculturc on a coojierative basis (as lu Denmark) gup- 
plying the various needs of_tlie jKKant It lias iho helped 
the Aoticiiltural Departments iti pojulammg «npr(naiLii.al, 
cittle iiid implements It thus bida-fair to assist the farmer 
to realize the ideal of better farming, better busine ss an d 
betfer living \ — ... — 

5oc»etita started for special non agrauUiiral p u rpotes, 
giith aa Itrban Dinks (oiganizcd onHiVl'meg ot the Seluilze 

Delitzsch Banks in Germany), Reiver- tir ul ^irtisa ng* 

societies^ ^tory workers and salarfed^mployees Joci"cti*.s, 
“fionirng societies aTHTwnsumers’ stores, are also^doing useful 
work though as jet on i smtU scale, in their respective 
fipldv Cooperation is proving most helpful to cottipC indns 
tries such as the hand loom weaving 

\part from ecoTiomic or maternT'lwicfits eooiieration has 
il<i conferred certain intell ect ual, and TnQraL_ndy.Pl Pt{l5M. As 
Mr Darling sivs Litigation and oTtrivagance drunken 
iievs and gimbling are all at a discount m n good cooperative 
6ociet> and in their place will be found industry self rehince, 
and straight dealing education and^ arbitration societies, 
thrift self help and mutual help Tlie cooperative «ociety 
hi i) bo regarded as i nur»ery for training in.se lf gov ernment 
mil the duties of citizenship 

Me must however realize that all these advantages — 
moral and edncitional as well as purely economic — have been 
secured only on a very small scale ^Ye have already referred 
to certain defects in the working of the cooperative societies 
such as jyjpunctnahly o f paaments i ncfTi cient consol and 
dila^riness There is in many cases very little true coopen 
tion, and often a mercenary view of the society is taken by 
its members The i gnorance and illit eracy of the rural 
population are the gr^test obstacles to the success of 
cooperation in India The movement is at present passing 
through a healthy phase of self criticism and there is a keen 
desire both vn official and non official quarters to remedy the 
various defects and strengthen it, even if the progress is slow 
It has been well said b\ the Agricultural (Commission that 



AGRICUIiTUBE 


451 


'if cooperation fails there will fail the best hope of rural 
India’. 

§24. Land Mortgage Banks. — The experience gained 
since the introduction of the cooperative movement in 1904 
has shown that the credit societies, as well as the Central 
and Provincial Banks, can supply onl}' short-term credit. But 
long-teiin credit is essential for the redemption of old debts 
(which caiTv a hea\-y b urden of hig hjnie rcst rates), for effect- 
ing p ermanent imp rovem ent of the land a nd gehefally“for 
introducing^ better „agi-icultiira]_ melhodsT It ~is how^ully 
realized that these needs can be met only by a special type of 
banking institution, namely' the Land Mortgage Bank, 
organized largely on cooperative lines to suit the requirements 
of small farmers and actively helped by the State. Such 
Land ^Mortgage Banks already exist in several provinces such 
as the Punjab, Bengal. Bombay' and Madras. The increase 
in the b urden of rural debts _oydn"...to .the fall of ag ricultu ral 
priceFlnTrecent yea rs a nd the, ch eap r ates at which mon ey 
can 15e'~raisgd3odav. by the issue of long-term, debentures 
(l3dhds)~"agai nst the security of land hy 'Jjthe Central Land 
]\ rortga'ge"3anks~li ave~gI^iT~arf urflieF stimulus to~'tlie~ sFartiug 
of suc^hiSiTtB^ For instanceT'ihe Bdmbay''I3dvernmeht is at 
pipsent (1933) canying out its scheme of establishing fifteen 
such banks in the various parts of the Presidency. A 
Central Land Mortgage Bank has also been established at 
Bombay, as in the Madras Presidency, to fa cilitate the iss ue 
of land-mortgage debentur es. Apart from debentures. Land 
klortgagcTSanlvs raise funds by the issue of share capital 
and by inviting long-term deposits. Loans are given against 
th e security of la nd for jQOgjenod£yv aryiTig ~~frgiiriI) to 30 
years_XQL-^6_xedemptiQn-of.jolcL_ debts, _ purchase of costly 
agricultural implements, and purcha^ and improvement of 
lamdr" ■' ■ ' ' 

”^Tlie State (i.e. the Prowncial Government) helps these 
banks in warious ways. In most provinces the Governme nt 
guarantees the principal of and interest on Xand-mprtgage 
debentures; "It'Mso a^eesTtoIh'iiyX a’ ce rt ain "amo unt of such 
debenture s; and lends free the servi ces of its revenu e 
officers for the coiTect valuation df'~Mam rr~ywhich i s 
necessary before ~ad\Iu7c iB'g ~ loaTis"'to thre-nnembers oi‘ the 
Lifid^^Ioffgage Ban]cs7"LaiTd;mprtgagre':::debehtu fes'~~E' ave 
been declar ed' as'ITrustee'Jseg^^ _for Xhe_investment.. of 
trusX fundsT 

ForMiig zamindars, as in Bengal and the United Pro- 
vinces, commercial Land Mortgage Banks, organized on 
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joint stock lines, might be st-irled, as recommended bj the 
Central Banking Enfjuirj Committee 

State Aid to AGiticunTUHE 

§25 The eyolutlon of the Agricultural Departments — 
Wo In^e already referred to the efforts of the Agricultural 
Departments to improae agriculture We shall now give a 
further account of the relation of the Government to agri 
culture The necessity of improving the cultivator’s position 
and the agricultural system/ has been definitely’ recognized 
bv the State for a long time* The idea of starting a y ectal 
Agriciiltunl PepartmeDt tbio riiirnnsft was 



uties were 

Institu te, Busa, wlio was un til 
viser to tlm Government of lndl i | 
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luiiy tile agricultural . 

The Cusa Jtisiiiutc was established in lOOS, together with a' 
college for more advanced training and special short practi 
cal courses Ihc prin c ely donatinns-^of ^fr H Phipps, 
an American visitor ami air Dand ^gs^ n were UTTIized 
by Lord Curz on lor tlie~'irotv‘ Ifcscamh ^at^tu te In 3905 
certain imp rovements wer e introduced in the organization of 
the Departments and larger funds were provi ded for ag ricul 
turai esiien meDts, rt3ea^tr~dgmoiTstr>twrrs *tnfl instru ction 
|The Agricultural Oollege at l-^na waTstar^d in 1908, and 
m subsequent years similar colleges were established at 
Cawnpore, Nagpur, Ljallpur Coimbatore and Islandalav 
The A gricultural Departments were strengthened h^ the 
ap pomtnmnt nt igricuTtiiTal e mnneera who we re to give i hc 
ne cessary advice to the^nlti\A t»'‘--^° rccarus ngriculf ural 
mac hmery anu its instTllntjon. ^11 Ind ia Board of 
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Asfficult ure was fou nded in 1905 in o rder to bring the p ro- 
viirc iaPdepart men t s " Inorc^rilfQ'ToucirivIIir'^^ a n d 

to '^iscngg-.-tt^^g.sitQE s o[ com mon ^interest at their ann ual 
meeLin"S' and make recQinmci^a{i onijf?~t1 i e Gover nment of 
ludJOj^ ThelatteFFt-onffol over Provincial Governments lias 
belm considerably relaxed since 102] , when Acrriculture 
liec amc a transferred sub ject unde _iL.ji_jniDistei\ On* the 
recommendation of the~3?oyal Commission on Agriculture 
(192S) a big step forward was taken in 1920 (July) ivhen the 
Im pe rial Coun cil of Agricultural Ecs earch . was-^cstalilished . 
At the samFJ^rmentli^ad^ functions of the Agricultural 
Adviser to the Government of India were transferred to thq_ 
newly created Council. The Agricultural Departments are 
assisted and their work snjiplemented bj’ the Cooperative 
.Department and by certain bodies like the District Agricul- 
tural Associations and Divisional and Taluka Development^ 
Boards, as in the Bombay Presidency. 

§26. Work of the Agricultural Department. — The pro- 
vincial Depiirtinents of Agriculture carry on (i) experiment 
and re-jcai'ch on agricultural farms and laboratories; (ii; 
organize propaganda work to demonstrate and soenve the 
adoption of new methods and improved implements, the intro- 
duction of new manures, production and distribution of pure 
seeds and improved varieties of crops (c.g. cotton, wlicat, 
rice, sugarcane, etc-); and (iii) control agricultural education 
imparted in agi'icultural colleges and schools. Useful work is 
also being done on certain fundamental problems of agricul- 
tural chemistry, soil improvement and control of agi’icultural 
pests. The demonstrations given by the department are 
conducted on Government farms or the fields of cultivators. 
Agricultural and cattle shows aud exhibitions are also 
arranged from time to time. We liave already referred to the 
work of the Veterinarv’ Department. Lack of adequate 
funds, the vast areas over which the work has to he cairied 
on, the red-tapisin inseparable from all Government activities, 
and the conservatism and illiteracy of the rural masses are 
.some of the obstacles in the way of rapid improvement. 
These are, however, being gradually overcome. 

In thi.s connexion, we may refer to the work being done 
by the Imperial Council of Agricultural Eesearch whose main 
duty is to promote, guide and co-ordinate agi’icultural 
research work througliout India aud thus extend help to the 
pro-vincial Departments of Agriculture in agricultural and 
veterinary matters. The Council consists of a Governing 
Body and an Advisory Board. The Agricultural Commission 
.30 
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rtcomqieiided m initnl endomneot of T? g. .‘iO iftVlK for t lio 
Vf^nculTiirai ii i ».c i'r<-li cmiin-ii it lias alreud; spent more 
thu? \ uort ot rujw^s duriDo the pi^t six jears on it earcli 
111 n^ricuUurt iiid lias )iromoted \anous Useful scliGincs of 
a^ruultural dtvelopment Tho e concerning tiie sugar in 
dustrj and tlie impro\craent of the agricultmal marketing 
organization dtsene special mention 

Provincial Boards of Economic Enquiry — \\e ma\ 
here unite attention to the lecoinineiulation of the Central 
Bankin„ I n pura Connuitlce (l*)3l) lint in order to proaide 
the Government v,ith ihe information it reipnres to pursue 
I projrressne ind oonslnirtue agricultural policj a Piovin 
ciil Hoard of hconomic Enqum should be establishe d in 
eac h iroNintt _l lie Committee in this connexion speciallj 
refer to tie Punjab Board of rtonomic EntjUira consisting 
of both olTicnls and non officials nhic h \ias estal lished in 
19]‘) Tlie Board vrlucli f ricU<ill\ <|gpetids on t Gover n 
me nt grunt foi funds has < irned out > hr_c niimttfr of 
villa ge -.iintcs ihn cottccted inloimaion in subjects su^ i as 
tin si/e tnd distnlnition ot iniiculturai )inldiii-s. the ra tes 
of f > 0(1 (onsiirred. farm it^uuih. nmiK Uu d geti.. nmLofTy r 
isfif ui mfermat'orv reirardm the economic position of the 
a_m iiltunst 

Village uplift — \s the Agiicnltural Commission 
truU remark no substantnl improvement in agriculture can 
bp elTppted unle « the (iiltivitor has the will to ichtcve a 
better standiif] of living and tapicitv in terms of mental 
equipment ml phvstcal health to take idvantage of the 
opportunities which science wise laws and good administra 
tion inav place at Ins disposal The demand for better life 
Lin bo htiinulitcd onh bv a deliberate and concerted effort 
to iinjirove the general conditions of the conntrjside where 
fhe great majoritv of tlie people live Th e respo nsibility tor 
initiative in this matter rests with the GoverumFnr'^^Vliat 
N rrqulred is' lirt OrgOTl^Cd nhd sustained i)> all those 

depirtinents (eg the Revenue Forest Vgricnltural Co 
operative Fdncational Public Health Industries and Piihlio 
Works Departments! whose activities touch the lives of the 
rural population The svanpatbv interest and ictivc support 
of the general public are also essential Merc isolated efTort-> 
bv a few entliusiastic and high minded oflirials like Jlr F L 
Bravne ICS (whose name i-* associated viith the fimous 
experiment m rural uplift in t he. G»rgaon Dis trict of the 
Punjab! ci nnot achieve any pernianentresidts ^ w iclLTiiTcad 
campaign for rural uplitt iias receniTv been slirted m many 
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provinces in India. Special mention may be made of the 
scheme of vi!lap:e uplift initiated in Bombay three years back 
l)y Sir Frederick Sykes as (iovernor of Bombay. TJie scheme 
is based on the cooperation between ol'licials and nonmlhcials 
workin g flirouit lmrserios bTl'i]la«Tej;XillIdnCiinO ITJ^^ Coui- 
miFfcc s. t lie To TfecTor ' bT~'t iic~l)ist rict being the President of 
the ^ lilstncl C oTTumllirg^ ^ir ncTTltTrral iiuprmdih icnt^ ' ^airal 
indnslries, ruraF sanitation, educ.ation , hoiisin g. and ~lFura r ame- 
nit i eiFTnT^rirenrraTtr^filTiiKTtiTes'TiT'Tlie sch eme. The Govern- 
mom of India has also interested itself in the countrywide 
movement for rural reconstruction, as may be seen from the 
recent (1935-0) grants to the provinces of over two crorcs of 
rupees for village uplift. We may here point out that 
although the ofTorts now being made for village, uplift deserve 
notbing but praise, the rural problem cannot be solved by 
itself. A simultaneous ell'ort to jnomote the industrial and 
general economic development is also necossan’. 

L.tN'n l^KVRNim IN BniTi.sn Iniua 

§29. Land revenue history. — (i) JJiinln Period . — From 
very ancient times the Stale in India has cltiimed a share 
of the produce of the .soil from the cidtivator.s. According 
to the Laics of Mann (he king was entitled to receive one- 
sixth of th c^x p-oss p mdiiee, i.c. of the grain lieap on the 
thfcTslTing-floor, and a higher projiortion (orie-fomth) in times 
of war and cmergoneics. Land rC.vf’^’>C-.. 1 Y'F'. fF'd in kind, 
hut payinenls in monev v/ertygradualj}' introduced,. especially 
a ffer~ 'tlie establishme n t o f. . Mohiiu 1 1 u edji n k'i iigdom a . 

'^'Tii) Mogul period . — Tlie Moguls did not introduce any 
fundamental changes in the ancient revenue system of the 
Hindus, but merely reduced the Hindu customs to a coherent 
.system and introduml regular, records and revenue aeconnfs. 
In -this"* connexion .si)ecial mention may he "made of tlio 
famous Settlement made under Akha i' l)y his able finance 
minister. irodarJ^Ja1.Hjanici„.w,aj; carefully' measured aiid divid- 
ed mfo four classes, the (SpA’crnment’sjshare being fixed„at 
oiYe-thn^bTllie'gfoss“j)rofluce. The term of the Settlement 
w.as fixed at nine years. Similar developments took place in 
(he Deccan, under '^^nlik Amber of .'Vhmednagar. J^Ihe 
iYfaratha system of land_r£yem.ie„n.drnmi^rafjpn.^,yyis_^^ 
bas^~on~Thl6 settlement. 

A’n""'imj)f5'rtant juTd'' nnfortimate change in the land 
revenue Hyniem and tenure was introduced by tlie appoiimncg 
of rejwmi e, farn l/ ng~in-the"d cdi.nihg..-dayR— of- the— Mtfgul 
Empire. Under this system, the task of collecting revenues 
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was assigned or fanned to certain -contracto rs (revenue 
farmers) who paid to the Goverument nine-tenths .o£-.the 
ubole collections and kept the rest os their remuneration. 
Gtadoally these contractors consolidated their position and 
acquired superior hereditarj rights to land. The actual cul- 
tivators were much oppressed under this system, and jhe ne t 
lesult nas seen in the increasing complexity of land. tenures 
and rights, and departure from the former' revenue jiractices, 
more p-irticularly in Bengal, where the revenue farmers 
assumed zamindan rights. 

(in) British period — ^The task of the British administra- 
tors was thus made difficult, and at fitgt-mi'it akes w e re made. 
Man\ rears had to pass before a tolerable system was evolved 
for the various provinces The early confusion was worse 
confounded after the grant of Diwani in 1765 to the East 
India Company owing to Clive’s Dual Government system. . 
Tins was abolished m 1772, and after several experiments 
the famous Permanent Settlement of Bengal w.i8 introduced 
in 1793 by Lord Cornwallis The zamindars were recogmred 
as landlords and the State demand on them was fixed jn 
perpetuity The results of the new Settlement were not very 
iiapp) ‘It first the zimind.ns uerc unable to pay the heavy 
State deni ind of revenue, and the tenants were greatly 
uppressod Laws had to be passed m 1S59 and 1685 protect- 
ing tiie rights of the tenants and preventfug their being rack- 
lented and evicted arbitrarily from their holdings The early 
|x)licy of Permanent Settlement, which was extended to 
Benares in 1795 and to certain parts of North Madras, was 
Roon afterwards (1820) abandoned. Subsequent, land settle- 
ments in the various provinces jn. India w’erc„thu3 jeffected 
on TS temporary Kasis (Temporary-Settlements) for_periods 
'variing from twenty to^Jhirty—vear^ Thus the settlements 
with the talukdars in Oiidh, the xnalgiizars in the Central 
Provinces, the village communities (mahals) in the Punjab 
and in the North-Western Provinces (United Provinces) as 
also with the ryots m Madras, Bombay and Berar wcie 
effected on a temporary basis 

§30 What Is a self leraent ?— What is called a ‘Settle- 
ment’ of land revenue consists of the determination of (i)-.the 
share of the prodnee or the rental to which the State_ is 
entitled: (ti) the person or persons liable to pay it; and (lii) 
tlie record of all thc'prnato rights and interests in the land. 
In order to determine the assessment of revenue there is a 
valiwtion. of the land, the ascertainment of revenue, rates 
'acc ordin g to~thtr^Tions classes of land, and the totalling up 
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and adjust ment of them in the vai ions cii,cles, and_groups of 
I'his pives the'sum payable by the estate or hold- 
ing. Land reven ue i s c ollected in instaimenls, and suspen- 
sio n, an'(l~rcinis feion are^ ^-aiitecl in case ^of partial or total 
Ti ^iire of crops and agncnltural distress in general. The 
different ba'^es FoV' "assessing land revenue adopted in 
the various provinces arc considered below. 

§31. Permanent versus Temporary settlements. — Land 
revenue sedlomenls, as jxiinfed out above, fall into two 
classes aemuhng to Iheir duration : (i) Permanent Settle- 
ments whore the share of (he State is fixed in perpetuity, as 
in J3engal,_ North' Madras and Benares,^ and fii) "Temporary 
Settlements where the revenue demand is fixed temporarily 
for a certain period. Tliis ])oriod is thirty years in Bombay, 
Ivr.Tdra^* and the United IVovinccs, twenty' years in the 
Central Provinces, and forty years in the Punjah (under the 
Punjab Land Bevenue Amendment .\ct of IfiSD). 

At one time there was much eonfrovei.sy regarding" Per- 
manent t’CWi/9 Temporary Settlement in India. The late 
E. C. Butt (innO) advocated its extension nil over India and 
Lord Curxon, on behalf of the Crovcrhfncnt of India, opposed 
it. In favour of the Permanent Sotllomont it is argued that 
it ensures a stable revenue to the Slate at a moderate cost of 
collection and promotes agricultural improve ment and pros- 
porii^. "Tt is als"(L"free from __lhc ^ cyils^ assoeiated _yvith 
T^porary~Settle^rnents,juch as harassment of the cultivator 
at |he' Tlrno~bf “ rci'Tsidn , the expensive machinery' reguirod 
for_-re-sefFIemcnt,‘'*'im23edimenls Jo_ industry and improvc- 
men ts. a n d c oneentr atioi i^of j)owcr in the hands jpI„rcvenno 
officials. - 

On the other hand, the most serious drawback of 
Pennanent Settlement is the State’s sacrifice of all prospec- 
tive increase of revenue from Jand." This lias been one of 
the important causes of the financial embairassment of 
Bengal. It has also been argued that the Permanent' Settle- 
ment has cr eated evi ls of abs entee landlordism, and the State 
has Ipad to undertake , spicc ial legislation to., protect the 
tenants. It has further been pointed out tlfat the machinery 
of Tewpqriiry Settlements, has jiow~bcen gi-eatly impi'oved 
and rnuch'bf the work connected with them, such as classi- 
fication' of'Tan'd, Is^crmanent. Aloreovcr, private improve- 
ments arc protected against enhancement of assessment, and.^ 
suspension and revision are gisinled when necessary^. It is 
claimed in short that the present-day Temporary Settlements 
achieve a happy compromise between the legitimate claims 
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of the Stnte ind the n^lits and convenience of the n^ricul 
tun t-? Non-officiil opnioii todiv i*' reconnJeiU o_ them /ind 
st!.ks to further irnjrove them b\ f-ccnruT^aJongci ixjriod 
of t-cttkraent (as in the Punjib lund Utvenue Xinendinent 
\c ) ind a inoderitc isscssment anti b\ jiroviding for Jegis 
Ijlut control of hnii nvinue idniinistration 

' L' Three main kinds of settlements — Settlements 
mi\ il-o be classilied iccoidmo to the svstem of tenure {i e 
the vvav in vvhuh land is held) Xherc are three main kinds 
of land tenure m India (i) 7«»iiiidari where one jverson 
or A feu joint ouners own a lar^e estate and nt lesponsible 
for the pajinent of iiud revenue m a lump sum on the 
whole estate as in Bengal (ii) \fahaluan tenure vihere the 
villapt estates are held bj foslianng bodies velio«^membeis 
arc jointh and sevenllv liable for the land rev^ne, as in 
Agra and partial^ tn the Bonjab (ui) Ryottcart tenure 
where lind is lield in sm^^le indcpcDdent holdings owned 
spverallj tlKii„h aggregated lot ilK in villages the individual 
holders hcin^, sevcrillv rcs|>oDsible for the pijment of the 
land revenue is m Borobi> Madras and Bcrnr ' 

( oire«{) 0 n ling to the three main kiniU of land tenures, 
and influent ed b\ them there ire three miin kinds of settle 
Hunts (Bad n Powell) naiiiel) 

(i) 7afntndari Sctfl/’menls for single estates under one 
landlird utlicr on a permanent bvsjs as in Bengal North 
^^od^a ind Denaie-* or on i temporarj basis as in the 
cast of the titukdirn of Oudh (and a teve ramindars in 
Bengal The cultivation of land_is ilone bj tenants who 
pjv lent to the lindlord 

(ii) MaJtalicari SeitUmcntu for eslatcs__of propnefarv 
bodies ustiallv vdlage imniiiiinities as_iti the United Pro 
Vinces and the Punjab flic petHements with malgurars in 
the Centml Provinces are olTiciallj inchided in the aliove 
class In the Punjab there is no considerable bodj of 
tenants and about half the land (including land in the new 
Canal Colonies) is hcld^d cultivated h^ peasant proprietors 
Though theoreticall} revenue is rollected Jierc not from indi- 
aiadual culliTalors bnt from joint holders of village estates 
who are \oinflv and. severaU^ tesponsilile (or li lu. 

the share of revenue dne from each is distributed and can 
be recovered separatelv The Punjab peasants are, there 

' We haro alreadv referred (o tie two man types of village* in Ind a 
tie Toni or Landlord village and tbe lyotvari or Severalty village— ee« 
cl) II (3 
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fore, generally in the same position as peasant proprietors 
in Bombay and Madras. 

(hi) ByoUoari Settlements for^ individual oc cupanci es or 
holdings^ e.g. in Madras, Bombay "andPEefarT The settle- 
ments in Burma, Assam and Coorg are in principle 
ryotwari though not officially so called. 

§33. Basis of assessment. — In all mahalwari sj'stems 
(including the Punjab), land revenue^ is__technicallj:~..said to 
consist of a fraction of the net assets of. the estate as annually 
r eceive d... These assets mainly consist of "the total rents 
actually x-eceived, calculated rental value in the case of lands 
held bj- the pi’opiietors themselves, and certain miscellaneous 
profits from waste lands, fr-uits and wild produce. The 
fraction claimed by the Government has vaiaed from time 
to time. It was very high in the beginning; it was reduced 
to 66% in 1833; under the Saharanpur Eules of 1855 it was 
further reduced to about 50%; and accoi’ding to official 
claims the actual fraction realized in most cases is well below 
the theoretical maximum of 50%. In the .Prmjab, the 
fraction has recently (1929) been reduced to 25% of the net 
assets. In Madras, and also in Burma, the theoretical basis 
of assessment is the value of the net produce of land (i.e. 
gross ixroduce minus expenses of cultivation). About half of 
this is fixed as the maximum land revenue. In Bombay, 
and also in Berar, there is no definite basis of assessment. 
The sj^stem is of an empirical character, and revenue rates 
depend upon certain general economic considerations, etc. 
In recent years, however, the rental value, as ascertained 
by records of leases and sales, is in practice being adopted 
as a basis of assessment. In Sind assessment rates depend 
upon iri’igation and not upon rainfall, which is negligible. 
The period of settlement is also shorter than in Bombay 
Presidency. 

§34. State landlordism. — Two of the most controversial 
questions relating to land revenue in India are : (i) whether 
there is State ownership or individual ownership, and (ii)' 
whether land revenue is a tax or rent. As regards the 
question of State owner.ship of land, the opinion generally 
held is that ,the State _ jiaver-mlai med exc lusivg proprietary 
li ght over land in the pre-Britis h .period ,„and . therefore the 
B niish 'c annqt.rbesa ^ to have .succeeded to. a.ny_such_ claim. 
In fact the existence..olprivatel]^dperty_wasj3ejinitely_.recog- 
nized under_bpth— Hindu^an.d^Molianxmedan. rule. In the 
eighteeiteh ceirtux’y ,...when - the- Mogul ■. Empire bipke., up , the 
various usurping (Governments did, however, claim to be the 
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nuners of tlie *^011 The Biitwh Indian GoTetnment hab 
«\cr\TvIiore recognized or conferred a private right in land, 
and in large areas of the coiuitij (e g Bengal, Oiidh and the 
whole of Northern India) it has expreeslv declared the pro- 
p’-ii.ta!^ rights of the landlords and village ovsnet« Eaen an 
the raoiwjri provinces lihe Bombav the position of the raot 
or occupant i? not e’^^entiallj different from that of^ the 
zammdar and he exercises all the rights of a propnetor-so 
long as he pajs the revenue assessment We ma> al«o refer 
here to another view nameh that the Indian concephon 
of land tenure is a compromise between the English theora 
of ah«ol ite propert) in land and the other extreme of State 

OV.1U r-^hip 

''da Land revenue* Tax or Rent If private owner 
ship of land is granted it follows logicallj that the land 
revenue is a tax and not a rent The whole question is 
highlj complicated, and does not admit of a definite answer 
one was or tlie other The contro\ers\ is, however, a 
profitle«s war of words since no question of actual practical 
polio at present m debate seems to depend upon how it is 
settled It is sometimes said that if we admitted State land 
lordism we should al»o have to admit the righL of the 
State to exact the full economic rent Bat this is a consc 
rjutnee which we cannot escape in any ca«e because it is a 
onnersalli accepted maxim of taxation that theoreticallj the 
whole of the economic rent max be absorbed in taxation 
without hurling the taxpayer provided that the economic 
rent can be separated from wages, profits and mtere'st So 
also the case for exemption of. uneconomic holdings from 
hnd revenue can be argued quite ns well on the assumption 
of Government landlordship as otherwise It is also gene- 
rall> agreed that m considering the incidence of taxation, 
larid revenue should be regarded as a tax It would how 
ever be an act of wisdonTmiie Government were 

to declare in nnmistal»ablc terms that it fully recognizes 
private property in hnd and abandons all pretensions to 
universal landlordism 

Ricardian theory in relation to the land revenae In 
India — Is we hare seen, the prtnctpJes gw ernmg assessment 
vary from province to province so far as their formal state 
ment is concerned The general claim of the Government, 
however, is that ^ the, net resu lt . the hnd revenne forms 
everywhere in BriR«h India a certain moderate proportion of 
the e<jonomic rent "This is clearlv not the case if we tate 
into accofln'T'lhe large number of uneconomic holdings m 
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India. Here the land tax is an appropriation__of _the Jjare 
minimum of subsistence left to the cultivator. Elsewhere 
alsor pure oj^ tni e r ental value cannot be accurately deter- 
mined, since owing to the pressure on land and the lach; of 
alternative occupations the actual rents paid by competing 
tena^s_are lihel 3 '_to be higher than the true economic rent 
of land. Economic necessitj* is fui'ther strengthened by the 
traditional sentiment in favour of investment in land. The 
economic rent in the Eicardian .sense therefore bears no defi- 
nite relation to the assessment, though we cannot at the same 
time say that in everj' case land revenue falls on the income 
earned. 

§37. Need for reform. — ^There is, however, a strong 
case for lowering the standard revenue rates, say to_25% 
of the annual value of^^lanH as suggested KyHhe Indian 
TaMtioSnEnquiry Committee of 1924-5^ By annual value 
thej' mean the gross produce 'less 'cost of production, includ- 
ing the value of the labour actually expended by the farmer 
and his family, and the return for enterprise. It is also 
desirable to bring under legi-slative control the process of 
revising the land revenue assessment, as in the Punjab where 
legislation was passed in 1928-9 extending tl)o term of 
assessment to forty 3 'ears, and fixing the share of the 
Government at 2-5% of the net assets. Legislation similar 
in principle has also been passed in the United and Central 
Provinces. 

sujnrAny 

' Acnrcvr.TunAT. Pr.oDucnox 

Agricullurc hold^ a dominant pofilion in onr economic life, nearly 70% 
of flio population being dependent on tlio land for their livelihood. It is, 
however, in a depressed condition and needs much improvement in order 
to promote mral prosperity. 

AgricuUnral production in India covers a wide range of crops. Food 
crops like rice, wheat, barley, millets, pulses, and gug-arcanc are the leading 
crops. Tlioro has, however, been a certain tendency for non-food crops 
like oil-seeds, cotton and jiite to encroach on the food crops owing to 
the high prices and ready sale they have commanded until recently in 
the world marTcets. Different provinces and tracts specialize in the differ- 
ent crops according to their climatic and aoil conditions. Thus Bengal, 
Bihar, Burma and Madras specialize in rice; the Punjab and the United 
Provinces in wheat; Madras, Bombay and Berar in millets (jowar and 
bajra); the United Provinces, the Punjab and Bihar in sugarcano; the 
United and Central Provinces, Bihar and Burma in oil-seeds; Bombay, the 
Central Provinces and the Punjab in cotton; Bengal in jntc; Soulhem India 
in tea, coflee, spices and condiments; Assam in tea. 
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The yirlJ cf Ihe Innl pif acTi la lodit i« low jn comparison with 
other co’inifier li is lowcrer rapablf of being increascil br the adoption 
ol inunsivc methoJa of cnllnatitn 

LthD svp IT- ri.oet»fs 

Oqi* of itu t'<rlru^ handicaps of the lodun agriciiUiinst is the eniUss 
iuhdiririo'i ani lru)inen’atiott of hoUmgs oiaoT of which are uneconomic 
Heir iiltisaii i vntails f.r«at waste Thsv Linder agricultural reforms 
and gi>e rm t' Ui indarx ill piite* The isil has l>eeii attribute! to the 
Hindu ail I Mohan niedaii laws <f mheritauce and succession, but is la tbo 
last risort iiataWe ii ihe iiurtasing pressure on land doe tn the piowth 
of p‘|iilatii>n and lack of altemalixe onupations Attempts are being tnadu 
to dial "Uli tli\s probl.jn on a -ntuntarx basw as also bj the method of 
legal nMiipiiUioii A iHrtain amount of success has attended the interest* 
mg piperineiit in the Puo|al> of lonsuiidation of scattered balJmgs on 
i> -oo^a-ratno basis Legal toinpiilaioii docs not appear tn be a suitable 
lit bod <n the {leculiar cnadition* of Intia 

Irrigation is on iniperatise o«eJ of Indan agriculture espcciallv in 
laiiil 9» Icsetts liko Snd and precariou* tracts like tbe IX'ccsn, and has 
in various forms bten practHi-l from (imo miuciiional 

Wells tanks ant canaU are the principal kinds of irrigation works in 
India ( nnals aro ol three npes inundalioo canals as m the riinjah, 
perennial rinali «s m tbe ( nite<i I’rosiiiees and. rocenllj. in ^iml and 
tho 1 iinsab and stotsge works as ti* tho Decvan Gwernnieftt imgalioD 
works (rtiainlc canals and to some eaten! tanks espcciallr m the Ala Iras 
I’fisi Icticcl arc either protlietive n e scbich pac their wav withm 10 Jears 
f their coinpletioiO or unproJiictiee lo not directly feiniinerativo but 
urgently ncideil lo protect prt*canous tracts like tbe Deccan from famines 
and drcinght 

Tha Ciovcriiineiit in the past largclc concentrated oa tbe former, but 
IS now devoting greater attention lo tlie latter Imgatifm aetivitr has 
greatly increased in the ranoos provinres sinec the aubject of irrigation 
VI ss Iraiisfrrreil to the prormees under the Itelonns ot I'flO Big schemes 
Ilka the i^ukkiir Barrage the Sutlej 1 alley- project and the Cauverr Heser* 
toir and Mettwr jinjecl haye lieen launched and are -well under wav 

Tto Canal Colonies in the runjab are an arresting feature of irrigation 
in that proTince and Lava largely contributed to vis prosperity The pcincrpal ' 
colonics aro Lvallpiir, Sbahpor and Montgomery 

LvPorB, rijnrME’cT a\o ORoavinnov 
The Indian eullira’or ehowa a curioas combination ot conservaiUtn and 
prcjudicr with pa'ictico an! hard nn-L on Ihe one hand, and on the o*her 
(ft improviienco vrrth Iruga’iity An improvrinent eft ’tn* ennroonieD* 
through rural education better aanilatinn and communiealiolJs in rural areas, 
and a keener interest m bn! by umindara is needed to inako him a 
more progressivo and efficient farmer 

Tho Indian agriculliiri't for the most part follovys etfrnsiee nelhodt 
of eiiltirrtlion His salyatioa lie* id adopting inlensiTe methods of culti* 
ration as in China and Tapan For this purpose irrigation, rotation of 
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crops, increased application, of manure, sapph of pure seed, improved imple- 
ments and cattle arc cs=eutial. The present position in all these respects is 
rot satisfactorv though, thanks to the efforts of the Agricultural Depart- 
ment, a certain amount of improvement is taking place. 

The t«o most important problems of agricultural organization relate to 
(i) buhsidiarj rural industries, and fiij marketing of agricultural produce. 

(i) Suhsidsary indiistnc ^. — In the absence of subsidiars Industrie-) to 
fill up his spare tune during the slack agricultural season and to supple 
lucnt Ills small income from land, the cuUisator's economic position is very 
weak. TIic provision of snpplcnicniarj nidu-.tries suitable to the various 
rural areas — such as dairy-keeping, pottltry-farming, fruit-grov.ing, sericul- 
ture, rope-making — is nrgentiy needed. Hand-spinning is useful but not 
sufficiently remnneratne. 

fill The present system of ognciiliural moThctuig is very defective and 
docs not < pcralo to the best advantage of the cultivator, who is handicapped 
by his indebtedness, illiteracy, dcfoetive rural communications, lack of uni- 
formity of voiglits and measures, lark of storage fficilitics, and the many 
unauthorized deductions from the price he receives in the unregulated 
markets. 

Marketing of agricultural produce through cooperative sale societies and 
fhe establishment of regulated markets, which provide for the safeguarding 
of Iho euliivator's interest through market committees on which he is 
represented, are proving very useful. 

The Central and Provincial Governments are evincing keen interest in 
this matter and have -recently arranged for marketing surveys through a 
special agency of marketing evperts and officers. 

Rtrnvi, Ivminri D^^.ss 

Agricullural indebtedness, vhich amounts lo nearly Rs. MO croros m 
British India alone, is a serious problem of the rural economy of India. 
The main causes of the indebtedness of the peasant arc: eveessive pressure 
on land, uneconomic holdings, insceurity of harvests, loss of cattle due 
to famine and disease, loss through litigation, improvidence and 
ancestral debt. The system of money-lending in the changed social and 
economic conditions of today has also contributed to the growth of niral 
indebtedness. 

The Government has since the seventies of the last century adopted 
various measures to tackio the problem of rural indebtedness, such as 
improvement of the Civil Law regarding niral debts, anti-usury lavv.s, regu- 
lation of money-lending, restrictions on the transfer of land, grant of 
State loans (/a/.-i.arf), and provision of ciedit through Coopeiative Societies 
and Land Mortgage Banks. 


The CoornivnvE Movrsir.vr in India 

Tho first Cooperative Credit Societies Act was pas»ed in 1001. Rural 
and urban societies were started on the lines of the well-known Raiffeisen 
and Schulze-Dohtz=ch Societies in Germany. Begistrare of cooperative 
societies were appointed in tho several provinces, and the new movement 
soon struck root in tho country. Its scope was widened by the Amending 
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Act of 1912 wlueh rcoofrmzcj Bon-crcdjt eoaeties, centrsl finananj soacties 
•Qii nnioDS The progress ot tbc tnoTement hat been remarkable especially 
tiaeo IWl ''hen cooperation became « transferred subject under the control 
of ministers m tho proMnees In re'cnt years, however, the movement 
has been passing tbroiigh a crisis partly o'ving to the adverse effects of 
economic depression and partly omag to certain defects in the movement 
itself such as lavitv of internal control and Dianagement, and lack of 
coopers ne spirit and training 

CroperalioD is hoTvcvw the tmly salvation of the Indian peasant and 
artissn The rural cooperative society with its honorary services, demo- 
crat''- I'-fc agement and ioint mponsibtUly is very vreU tutted to supply 
the emal farmer with controlled credit on reasonable terms and also 
cerera v t mike him a better citiaen The good work done by the 
rred i B/-ict' must be siipplemeotcd by a general organization of agn- 
ri t ir on a cooperativo basis, as in Denmark so as to secure fuller 
advariaj^es of cooperative sale and purchase cooperative farming, etc In 
coopers'inn also lies the hope of artisana like the weavers, factory workers 
ssd lipresscd la scs The middle classes have also found cooperation very 
useful n dealiig ith their own problems of housing, the supply of house 
hold requisites ard ef credit 

Cooperative credit societies which are financed by Central and ProvioeisI 
Bai ks cannot however solve the problem of the supply of long term credit 
for redemption of old rcral debts land improvement etc Land Mortgaga 
Daoks organized mamly an cooperative lines, are necessary to meet tbs 
need Thev have already been started m tome provinces The State has 
offered them help by guaranteeing tbe interest on and to some extent also 
tho principal of the debentures issued by them and by direct purchase of 
such debentures 


6ta« Aid to AowcctTCBB 

The Oavernment in India has for a long time recognized tbe need for 
improving agriculture and of bettering the lot of the Indian peaiant To 
this end Departments of Agriculture were stsrted in 1^1 m the various 
provinces under Directorsi of Agricnlture asusleJ by Deputy Directors and 
Inspectors Agncoltnral^tollcgcs were alsojtarted at Foona.VCawnrorc. 
Kagpor Lyallpiir"^ CormbatOTO and ilandalay^J The biggest step forward 
was recently taken on the rrcommendation of the AgncoUnral Commission 
by establishing in 1920 tho Impmal Council of Agricultural Eesearch, 
whicWj has so far spent a tror^ot rupees in promoting useful tcscarch 
in agriculturo and m ll,e aolatioa of the velennsry problems connected 
with the improvement of Indian agnenlture 

Thsj Agncnltoral Departments carry on eipcnmTnls on agncultoral 
■jarms, organize propaganda wwk to 'demonstrate the value of neiv methods 
and implements, snd control agricnlt iral education 

A Procincial Board of Eeonomte Enquiry fthoali be started in each pro 
Vince on the lines of the Ihmjab Doard of Fconomic Enquiry 

Lastly, a comprehensive and well snvtained effort is necessary to bring 
about eillage ophjt, which tneans better educational and sanitary facilities, 
unproved communications and id general, a higher standard of amenitiee 
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and civic life in rural areas. At present, various Provincial Governments 
have set on foot schemes of village uplift, and -4ho Central -Government 
has given a grant of a crore of rupees for this purpose. 

L\sd EEVl;^trE in Bkitish Indi.'i 

From times immemorial, the State in India has claimed a share of 
tho produce of— the soil from. Jhc cultivators. Land revenue vas at ^first 
paid, in k ind but came gradually to.,bc paid in money, especially under 
the', 'Moguls; vho also introduced s ystemat ic Land Eevenue Settlements. 
Tliis 'system however fell into disorder after tbc break-up of the Mogul 
Empire, when reveuue-farming was introduced. This resulted in the suFordi- 
nation of peasant rights to tbo.se 'of^e new usurpers who became zamindars, 
as in Bengal. After several esperiments and" mistakes, tho BritiilT admini- 
stration in India evolved a workable land revenue system. Tho early 
policy of Permanent Settlement, which was introduced in Bengal, Benares 
and Eottb Madras, was supplanted by Tomiwrary Settlements elsewhere. 
The Permanent Settlement has serious drawbacks, such ns a rigidly fixed 
land revenue involving loss to the Government. Its main advantage, 
namely that it acts as a stimulus to agricultural improvements, can very 
well bo secured by long-term settlements. 

There arc three main hinds of settlement in India : (i) The Zamindari 
Settlement with landlords, (ii) the Mahaltcari Setllcmcnl with village com- 
munities, and (iii) Ryolwari SeltlcrnaU with individual occupants or holders 
of land. In (i) and (iO, where the land revenue is not fixed in perpetuity 
(as in Bengal), the basis of assessment is rental value, the theoretical 
maximum claimed by (ho Government being one half of tho rental value. 
In tho Punjab, it is now ono-fonrth. In tho ryotwari system of Madras 
tho basis of assessment is tbc net produce, while in Bombay general 
economic considerations take the place of a theoretical basis, although in 
recent years greater reliance is being placed on rental value. 

There aro certain controversial questions relating to land revenue in 
India. One of them is whether tho land belongs to the State or is the 
private property of the zamindar or ryot. Tho case for the latter view 
• is pretty strong, and the Government would be well advised frankly to 

recognize private property in land. The second controversial question is 

whether land revenue is a lax or rent? As the Taxation Enquiry Com- 
mittee points out, it should he regarded as a tax. In this connexion, a 
third questiod has been raised, namely, how far tho land revenue taken 
in India conforms to tho Bicardian theory ’ of economic rent. It will be 

found on examination that land revenue in India cannot bo identified with 

economic rent. 

There is a strong case for lowering the land revenue and fixing it at 
about onc-fourth of the annual value of the land. It is also very desir- 
able to place the process of revising the assessment under legislative control. 



CHAPXEH IV 

INDUSTKUl. DMEIiOPMENi' 

6LM:r\L Scr\E\ 

Benefits of Industrial development — ^In these d3%s 
«( d't jll \er\ Keen that our country should become nn 
important industrial nation because ue expect to realize 
^reJt benebts from such a dctelopment 

(i) \n adequate dc\elo|>meut of industries will make 
fui a more even distribution of population among a ranetv 
f ixi-upaiions and make tbe economic sjstein more stable 
I or t-xamj le frequent failure of rams and famines to which 
\\e are subject will not directh affect pncticnllj tlie wliole 
population as thej do at pre‘«eiit but onh that part of jt 
which IS engaged m agriculture 

(nf IndustnahzattoD tf proper!) directed tviII enrich 
the nation 

(in) The State will bene&t because of the iDcrca«ed tax 
ihU lapacitv of the people btate finance nil! also be more 
elistic because industrialization uii) make possible a num 
bci of productive taxes on other kinds of income than landed 
income 

(ivl Industn will give scope to a divezsit} of aptitude 
and talent and vvill make the people more intelligent, alert 
and progressive A predomimnllv agricultural country 
tends to be too con«ervatne and iDtellectmllj- inert 

fy> Industrialization will open a number of neu «ourccs 
of employment and should to a large extent «olre the problem 
of middle class uneraplovment 

(\i' It will also create i habit of productive investment 
and discourage hoarding 

(vii) It IS now widely recognized that industnahzatioii Ins 
an important bearing on militin e/Bciencv 

$2 Principal landmarks of recent industrial history of 

India could be described as both an agricultural and a manu 
factiinng country As in Europe before the Industrial Ee 
volution the industries in India were of course not of the 
modern large scale tvpe but were cottage industries How 
ever a very mnch larger proportion of the population than 
at present was engaged in industn and India could stand 
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comparison with any European country as regards industrial 
development and skill. In fact she could legitimately claim 
superiority in this respect over many European countries. 
We liave already indicated the reasons why India fell from 
this high estate and came to be an almost exclusively agri- 
cultural country.* From many points of view this was a 
deplorable development, and the Famine Commissions of 
]8S0 and fOOl emphasized forcibly the nece.ssity of indus- 
trializing India as one of the important means of meeting 
the problem of recurring famines in the country. The 
swadeshi movement which began in lfl05 served to drive hojne 
the lesson that for modern industry a more solid foundation 
was necess;uy than short-lived [wlitical enthusiasm, and that 
vigorous and consistent State help was essential to provide 
this foundation. 

SO. Industrial policy of the State. — Till the end of the 
nineteenth century Government fiolicy had l)een unhelpful 
and indifferent. The first sign of a change was noticed when, 
at the instance of Lord Curzon. .a separate Imperial Depart- 
ment of Commerce and Industries was created in 1905. 
This welcome development, however, received a sudden 
check Avhen in 1910 Lord !^^orley, the then Secretary 
of State for India, sent his famous Dispatch deprecating 
any direct attempts on the part of the Government to foster 
industrial development. The Indian authorities followed 
Lord IMorley’s dictates too literally and too conscientiously 
and failed to turn to any practical account the enthusia.sm 
for industrial regeneration which characterized the swadeshi 
movement. 

The experience of the war made the Government realize, 
more vividly than before, not only the economic but also 
the military importance of industrialization. As the 
Alontagu-Chelmsford Deport puls it : ‘Nowadays, the pro- 
ducts of an industrially-developed community’ coincide so 
nearly in kind, though not in quantity, with the catalogue 
of munitions of war that the development of India's natural 
re.sources becomes a matter of almost military necessity’.' 
The Industrial Commission appointed in 191G stressed the 
importance of active Government assistance in furthering 
the industrial development of the country and making it more 
self-sufficient. 

The Indian Munitions Board established in 1917, although 
its main business was to control and develop Indian resources 


' See ch. ii, §8. 
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SO as to assist in the successful prosecution of the war, in- 
cidentaU) slimulateil the devclopmeiit of Indnn industries 
b} placing large orders with Indian firms, supplying informa 
tion and eapert adMce, and in other ways 

Protection and othet Measores or State Aio 
^4 Protection In India. — \ large part of the stimulus 
received bj Indian industries during the war was necessanl} 
temporary in ehancter After the war, foreign competition 
began again and the question of protection assumed serious 
practical imjortance The Fiscal Commission appointed in 
1921 recommended the adoption of a policy of discrtvimate 
protec(wn to be interpreted by an expert Tariff Board The 
Goifruraent accepted this recommendation m 1923, and since 
1924 a Tariff Board has been instituted Under instructions 
from the Government it Ins examined the claims of a num- 
ber 'if industries for receiving protection Protection has in 
thi-> manner been extended to the iron and steel, cotton, 
paper sugar, silt, match and other industries 

Hio term 'discnminito protection' suggests that we must 
diiicnminate between those industries which with some 
initial assistance (in the form of protection from foreign 
competition), are likely to develop sufficient strength to be 
able ultimately to stand on their own legs, and industries in- 
capable of such development We have already explained 
m what circumstances and subject to what safeguards the 
policy of protection can be pursued m the mterests of a 
nation ‘ Discriminate protection in India is merely an 
application of these pnnciples to Indian conditions 

§S Essentials other than protection. — Protection alone 
IS not enough to bring into existence flounshing and efficient 
industries There must also be an adequate development of 
certain indispensable adjuncts of modern economic life like a 
sound bankmg organization, a well developed system of trans 
port, a sympathetic railway and shipping policy, an effective 
marketing organization, an efficient system of commercial and 
industrial intelligence, etc These matters will be dealt with 
separately m Cliapters V and VI 

Quite as essential as anything else for industrial develop- 
ment is that the people must really and truly desire tt, and 
show the genuineness of their desire by taking the necessary 
puns to achieve it There must he less apathy and more 


' Sue pert 1 ib xii, {fOlO 
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self-confidence and enterprise. The lack of these qualities at 
present is largely due to our defective system of education, 
which is much too academic and out of touch with reality. 
We must train our own skilled labom'ers and supervisors 
and foremen instead of incurring excessive expenditure over 
men imported from abroad. Technical and commercial 
institutes and colleges must be started in large numbers to 
afford the necessary facilities for training managers and to 
enable capable business men to discover and develop their 
special talents. The organization of research is another 
important matter to be attended to. The present position 
in all these respects is most unsatisfactory. 

The extension of Government patronage to the products 
of Indian industries is a useful stimulus to their develop- 
ment, and this is now forthcoming in a steadily increasing 
measure. A special department called the Indian Stores 
Department has been instituted for the purpose of encourag- 
ing Indian industries through purchases of stores, on behalf 
of the Government, valued at more than Rs. 3 crores everj- 
year. 

The provincial DepartmenU of Industries, which have 
been created in accordance with the recommendations of the 
Industrial Commis.sion. aim at the promotion of technical 
and industrial education, the supply of industi-ial information 
and financial and other a.ssi.stance to industries. Special 
State Aid to Industries Acts, .such as the Industrial Loans 
Act of the Punjab, have been passed by certain provinces 
in order that suitable private enterprises might be financed. 
In jjractice, however, it is the cottage industries that have 
received more help from tliese Acts than large-scale indus- 
tries. 


Indian Industries 

§6. Industrial progress in India. — Indian indu.stries 
may be divided into two cla.sses ; (i) Cottage industries 
carried on in the home of the woi'ker, and (ii) Organized 
industries of the new type carried on in workshops and 
factories, with which we will deal fir.st, beginning with a 
.short account of the principal modern industries developed in 
India. (See Map IX.) 

The following statistics give some idea of the advance 
in industrialization made by India. According to the 
returns of Indian factories .subject to the Indian Factories 
Act, the total number of factories during 1933 was S,452 and 
the total number of persons employed 1,403 ,21 2. The total 
31 



470 


IVrrODCCTIQN TO ECONOMICS 


number of jo nt stoci coropames rep'tered in India was 
7,903 with a paid up capital of Es 2o7 crores in 1931 2, 
as compared with 2 o4o companies with a paid up capital of 
1\3 bl crorca in 1914 la Kie total number of companies 
rcgis ered cl ewhere than m India but workinp in India wa» 
911 mth a paid up capital of ^7o6 rmUion in 1931 2 as 
compared with ol7 companies with a paid up capital of 
£29a million in 1914 lo Although the above figures sbou 
«oino progress ui indii trialiiranon m India organised indu 
tries aa \et pla\ too .anall a part m the national economv 
There are onlv a few tijiea of large scale organized industn 
m the country such as the cotton and jute mill indu'tne'. 
and the '‘teel and iron indu-strv and the population engaged 
m modern industrv is onlv about 1 5% of the total population 
of the country 

2 ," The cotton mill indostiy — \mong-.tbe large <ca]e 
industnes owned and mana^'ed bi Indians the cotton mill 
indo'tn leads ea«iJ\ It was started at fir«t in Bombaa 
about the middle of*the last centnr^, and-even today Boiobai 
continues to—be its leading centre In later wears and 
cspecnlh m recent years ulxoantrs centres like(Ahmeda X 
bad Shohpur Hnbh and I»agpui^ have rapidlj dereloped 
owing to their situation ii>~thc heart of*tbe cotton producing 
tracts and their acces s to extensire up-coontry markets and 
plentiful hbour «upplie^ Until the beponm? of the pre'^ent 
cecturr the industry teas mainlv a spinning industry, but 
owing to the Jo > of the Cfnoeae marlef for India s mill made 
yarn the wearing branch nas’greatlr advanced, and at present 
there is a tendenev/ to increase the manufacture of finer 
counts a certaiu amount of long staple cotton being imported 
from the C S A and eWewhere for this purpose In «pitc of 
occasional setback's due to famine plague foreign competi 
tion flucluairdn? itr foreign exchange and[ hi^^h prices of 
cotton the indnstry ha» continued to expand * The late world 
oar gave it o considerable stunulus owing to decrea'^ed foreign 
imports and Government patronage lu re«pect of militarj 
requirements in cotton gooi. The swado hi movement ha4 
also been helpful to its growth On the other band nr 
recent ^ear^> the industrv has suffered from trade depression 
and excessive competition from Jajxin in Indian markets 
>.ot onlv has Japan di«placed Indian exports lo China and 
Japan, but has! latterly senoush invaded the Indian market 
jti>elf with cheap yarn and piece goods The Indian industry 
has however been able Jargeh to overcome tbe<=e difficulties i 
with the help of the protection it has enjojed since 1927 | 
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Japanese competition has. further been recently regulated 

the Indo- Japanese Trade Agreement of 1933-4, which 
restricts the maximum quantity of imports of Japanese 
cotton piece-goods into India to 400 million yards a 
year, the basic allotment being 325 million yards a 
year provided Japan buys annually one million bales of raw 
cotton from India. The agreement is now (June 1936) due 
for revision. 

The total number of cotton mills in India was 352 and 
the number of persons employed 3*85 lakhs in 1934, as com- 
pared with 271 mills and 2-60 lakhs of employed in 1914, and 
193 mills and 1’61 lakhs of employed in 1900. The number 
of mills in 1877 was only 51. The total mill production of 
cotton piece-goods was 3,397 million yards, and imports 944 
million yards in 1934-5, as compared with a total mill pro- 
duction of 678 million yards and imports of 2,288 million 
yards in 1904-5. Foreign imports have thus been substan- 
tially reduced. Allowing for hand-loom production, which 
contributes nearly 25% of the total cloth consumed in India, 
home production is now able to meet the greater part of the 
total demand for cloth in India. The Tariff Board recently 
(1935) conducted an inquiry into the question of protection 
against imports from Lancashire. However, besides protec- 
tion, internal reform is necessary to place the cotton mill 
industry on a sound footing. In the first place, the Managing 
Agenej' system requires to be regulated by law,' and in the 
second place, the industry must intensify its efforts to explore 
export markets for its products. 

§8. The jute mill industry. — Another well-developed 
large-scale industry' in India is the jute mill industr}-, which 
came into existence in Bengal in 1855, when the first mill 
was started near Serampore. The progi’ess of the industry 
was slow during the first thirty years, and the export trade 
in jute manufactures was negligible. The war led to a con- 
siderable expansion and to the prosperity of the industry, 
which was called upon to meet the demand in the various 
theatres of war for sand-bags for trenches, etc. For many 
years Dundee (in Scotland) was the principal centre of jute 
manufacture. Calcutta, however, now holds a commanding 
position in the manufacture and trade of jute manufactures. 
In 1931-2 there were 103 jute mills at work, the number 


’ A recent official Bill (193G) to amend the Indian Companies Act (1918) 
seeks to removo many of the evils of the managing agency system. 
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of pei'^ons em{>lo\ed bem« 276 800 as cora paced xsith the 
a\enige of 1879 80 to 18SJ 4 when the number of mills c\as 
21 and the persons employed 38 800 

The jute iDdu«tr\ enjoys certain ad^ant^ge^ o\er the 
cotton mill indu«trj In the first place India enjoas n 
inonofoly in jute Ihe orj.ani7ation of the mdustrj also 
IS more efficient Lnlike the cotton mill indiistr} the 
jute indu«tn is highly centralized there being as manj 
IS 90 nulls within a radius of 40 miles from Calcutta 
It IS howcMr largely financed and managed by European 
c ipitahsts 

The jutc mdustr\ has not escaped the adverse efiocts of 
the trade depression to meet nhich the Jute Mills Associ 
ition las taken steps to lestnct output A certain reco\ery 
in il exports of jute manufaclores which consist mainly of 
^unnj bigs and hessian cloth has been in evidence in recent 
\car3 The total \alne of jutc manufactures exported m 
1034 0 n IS Ea 21 •!" crorcs 

0 Iron and steel Industry — ^This is a basic or key 
industn and its national importance is great Its develop 
n ent is of recent date The Bankar Iron "Works started 
in 1874 on the Jhiria coalfields in Bengal and acquired in 
1889 by the Bengal 'ateel and Iron Company v.aa the ruc 
tcbsfiil pioneer in this new field of India s industrial devc 
lopment The next important stage in the history of tho 
mhistry was ushered in by the formation of the Tata Steel 
and Iron Company which was established at Sakclu m 
1907 and began work m 1911 The wartime requirements 
of the Goieriiment stimulated further progress and a large 
scheme of extension was completed in 1921 In the same 
yeir protection against foreign competition was granted to 
the steel and iron mdiislrv as recommended by the Tariff 
Board It was renewed in 1927 and 1931 Under this new 
stimulus the industry has made striking progress India is 
now self sufficient regarding pig iron of which the production 
1) IS advanced from 35 000 tons at the beginning of 
the present century to 1 MZ 075 tons m 1934 5 The j to 
duction of steel al&o has made considerable headwaa , the 
total quantity produced being 627 000 tons in 1034 5 as 
compared with 139,433 tons in 19lG 17 Eoreigii imports of 
iron and steel manufactures are still considerable Saicchi 
(renamed Jamshedpur) his become a veritable beehive of 
allied industries such as the tin plate wire and nails railway 
wagons hea\y chemicals and other industries The future 
of the industry is bright in view of tho groat natural advau 



IMDUSTRI/U. DEVET.01>MEXT 


473 


tages of rich and abundant iron ore deposits' near coalfields 
and adequate supplies of other raw materials, and a large 
home market. 

§10. Tanning and leather industries. — ^The indigenou.? 
lanning industxy is an old industry in the country, which 
produces a large supply of Jiides and skins (cow-hides, goat- 
skins, buflalo-hides and sheepskins, which may be regarded 
as the bj'-products of agriculture). These were largely ex- 
ported to Germany. Austria and the U.S.A. in the past, 
and even today are not fulh'^ utilized at home. Eurojtean 
methods of tanning were first introduced by the military 
iiuthorities for harness and other militaiy requirements. A 
Government (harness and saddles) factory was set up at 
Cawnpore in 1860. Private factories followed, and Cawn- 
pore has thus become the main centre of the leather trade 
in India. Since then other centres like Bombay and IMadras 
have also .shown con.sideral)le progre.ss. The tanning and 
leather industry experienced gi-eat prosperity durinc the "war 
owing to the jiatronage extended to it by the Indian Muni- 
tions Board, which required large quantities of array boots 
and .shoc.s. The limited jirotection wliicli the industry' 
enjoyed in the shape of a 5% export duty on raw hides and 
skins after 1919 (the duty was 15% with a rebate of 10% 
in favour of Empire countries during the years 1919-23) has 
ceased to operate owing to the abolition of the export 
duties on raw hides and skins in 1931 and 1935 res- 
pectively. The industry is deserving of encouragement 
by protection. There is also considerable scope yet for 
internal improvement. 

§11. Chemical industries. — ^The development of chemi- 
cal industries, especially the hea%'y chemicals like sulphuric 
and hydrochloric acids, is e.-sential for the general economic 
development of a modern country. These industries are as 
y'et poorly developed in India and large foreign imports are 
nece.ssary. The war gave a stimulus to many chemical 
industries. India’s sources of raw materials for heavy 
chemicals should not be deficient if only' the various mineral 
ores were properly treated. Striking success has aleady been 
achieved in the manufacture of sulphuric acid — a key* indus- 
try for all chemical industries. Protection, as recommended 
by the Tariff Board, was granted to the industry in 1931 
until 31 Dlarch 1933. Since then it has been continued only 
in the case of magnesium chloride. 


See ch. i, 59(ii). 
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§12 Paper-making — The modern paper mdustrj o{ 
India dates from 1870 when the Bally Hills nere establish- 
ed on the Hooghly whose neighbourhood is still the prm 
cipal centre of the industry The Tjtaghur Paper Mills Vicre 
established in 1882 In 1934 5 there uere altogether 10 
paper mills in India namely four m Bengal, three m Bom 
l)a} and one each in the United Provinces, Madras and Tra 
vancore Sahat grass which grows abundantly in northern 
India 13 the principal raw material used, although the Indian 
Paper Pulp Company makes paper from bamboo pulp This 
new deielopment is full of promise Under the Bamboo Paper 
Indiistrj (Protection) Act of 1925 renewed in 1932 up to 31 
Mireb 1939, the industry has had the benefit of protection 
The Indian production of paper amounted to 892,000 cwt 
in 1034 5 as compared with imports of paper and pasteboard 
aggregating 2 5G1(K30 cwt in the same year 

Other industries —Mention may be made of two 
dustries namely the su„ar and match indnstnes, which have 
rapidly expanded in recent years under tlie stimulus given 
by protcctiou The cement industry has also shown TcmirL- 
able expansion since the war The total production of 
Portland cement whicii is comparable as regards quality 
with the British product increased from 945 tons m 1914 
to 230,746 Tons in 1921 and to 701,000 tons in lOS-l 6 
Imports in the last mentioned year amounted only to 
07 000 tons Other industries which have made some pro 
gross and giie promise of further dciclopment are the oil- 
milling industry glass manufacture printing ink and silk 
industries Keference has olrcadv been made to the coal, 
the petroleum oil, and tea industnes A number of flour 
nulla, rico mills cotton gins and presses, railway workshops, 
and tile and bnck factories arc scattered throughout the 
counlrv 

§14 Survival of cottage Industries — Competition of 
machine made goods lias alrcadv been fatal to some of our 
old cottage industnes 'Where new methods constitute a 
definite advance on the old methods they must be intro 
duced But some kind of planned orderly retreat should be 
made possible for those engaged in the old type of cottage 
industry — even if this retards industriahration to some 
extent In this part of our subject wc shall however be 
concerned not with old mdnstries which must sooner or 
later succumb, but with those which have it m them to survue 
and prosper even under modem conditions Those indus 
tries w Inch require Bimple tools and which are closely 
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connected with agriculture have generally nothing to fear from 
factory goods. There are also cases where the artisans have 
successfully adapted themselves to the new conditions and 
have learnt to use superior raw materials and better tools. 
‘The weaver has taken to the mill yarn, the dyer to synthetic 
dyes, the brass- and copper-smith to sheet metal, the black- 
smith to iron rolled in convenient sections, in each case with 
advantage to himself from lessened cost of production which 
has greatly extended his market. In some districts in 
Lower Bengal, the weavers use the fly-shuttle slay exten- 
sively, and it is gradually coming into use .elsewhere also. 
The tailors invariably employ sewing machines, and town 
artisans readily take to improved tools of European and 
American manufacture.’*^ In some cases the goods produced 
are such that they do not admit of the employment of 
machinery and large-scale production. Proximity to the 
market and a more intimate knowledge of the consumers’ 
wants may further turn the scale in favour of the cottage 
worker. ‘Thus some kinds of head-wear, dhotis and saris 
made by the hand-loom weavers have not been displaced by 
modem factories. The weavers of Dacca, Murshidabad, 
Madura and Benares, those engaged in making embroideries 
in Lucknow and Delhi and lace in Smrat supply com- 
modities for which the demand in the country has not 
been seriously affected by competition with similar 
machine-made articles. The metal worker, the shoe-maker, 
the goldsmith, the tailor, the confectioner, and other 
craftsmen fall into the same category and are similarly 
protected.’^ Workers in the various cottage industries 
are still vastly more numerous than those engaged in 
organized industries. 

We shall now examine the position of some of the most 
important cottage industries. 

§15. The cotton hand-loom industry. — ^Hand-weaving 
still provides subsistence for about six milhon people. The 
position of the hand-weaver is strong in the case of goods 
which are either very coarse or refined and artistic, because 
here he can hold his own against machineiy. The hand- 
loom supplies nearly 25% of the total demand for cloth in 
India. Since about 1922, the weaver has suffered severely 
from foreign (especially Japanese) competition as well as the 
competition of Indian mills. 


' Industrial Commission Report, §255. 


= India in 1926-7, p. 330. 



17G ivrroDtCTioN to fconomics 

§10 Woollen Indnstry — I iidcr the the manu 

facture of woollen carpets had reached a high pitch of excel 
lence Carpet wearing at the present time depends almost 
eiitirelj on foreign demand which absorbs about 90% of the 
total production The industry is in a hngmsliin" condition 
on account of tlie ignoinnce and poverty of the weaiers mil 
the absence of organization 

\iiother woollen inanulacture tint is widely prevalent 
ill the countiN n that of the coarse rough blanket 
ik imblt'^ shepherds ind agriculturists pursue it 

as i b} occupation Having regard to the facility witli 
niirh the raw niateruls can be obtained m every jiart 
<f t)< countiv ind the big size of the home market, 
tie nidustrv his possibilities which deserve to be care 
fullv (.xanuned. 

§17 Sericulture and silk manufactures ---•Sericulture is 
prictiseil more or less successfully in Bengal Kashmir and 
Mysore and wild silk is jtrodiited in the Lentral Provinces 
Bihar and Orissa md Assam The East India Company b 
ttlorts to cncQur%c etlk manufactures in India as n proht 
iblo fonn of export met with opposition from English 
weavers and had to be abindoned The policy thereafter pur 
sued of discouraging silk manufactures m India had an 
iidversL influence on the indigenous weaving industry 
Other adverse influences have been the change m the nature 
of the Luiopcan and also the home denmmi, the progress 
of siIkweiMng in Furopc and htei the competition from 
Japan ( hiiia and the United States Both sericnUtire and 
Filk weaving are at present in a bad way in India Most of 
the silk now exported is in the form of waste nr cocoons, 
because reeling is done so badiv in India The Indian 
weavers themselves prefer the more even re reeled Chinese 
or lainiiose silk to the homemade product rfforts arc 
being made especnlK in Bengal to improve the quality of 
Indian silk The ikgncuUurvl Department m that province 
nins two sencultunl schools V large number of seed 
farms liave also been started The students trained at the 
Government schools are given award', and are provided with 
seed stocks' from Government nurseries Attempts are also 
being made in Assam, MvKore Bnrmv and Kashmir to 
encourage sericulture Grants amounting to Rs 93,000 have 
recently been allotted to vanons provinces to enable them to 
set up schemes for the benefit of sericulture The rnanu 
facture of silk goods would seem to enjoy certain special 
advantages in India and ouglit to succeed Ijarge scale 
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production is more difficult than in the case of cotton, and 
has hardty j-et made a beginning in India. Again, silk 
manufactures being of the natm’e of luxury goods admit of a 
great diversity in workmanship, which makes them eminently 
suitable for cottage industry. There is also a heavj’^ import 
duty on foreign manufactures. 

§18. Other cottage industries. — The present po.sition of 
some of our village industries has already been discussed in 
Chapter II. lA'e have also discussed the question of indus- 
tries subsidiary' to agriculture. There are numerous other 
cottage industries such as embroidery work, furniture, metal 
and cutlery, gold and silver thread, pottery, soap-making and 
bead-manufacture. The policy to be followed with regard 
to each of them must depend upon the results of a detailed 
investigation. 

§19. Methods of aid to cottage industries. — The first 
step is to decide which of the old cottage industi'ies have a 
chance of prospering under present conditions and to con- 
sider whether any new industries could with advantage be 
started. The next step is to consider means to help the 
small artisan to establish himself fiimly and securely. Suit- 
able provision for manual training and instruction in crafts 
is an obvious necessity. Special industrial schools like the 
weaving schools in the Bombay Presidency should be esta- 
blished. The question of making available cheap raw 
mateidal of good quality' and introducing more efficient tools 
and implements by practical demonstrations and otherwise 
should receive proper attention. Assistance could also be 
rendered in the form of technical advice and by' giving the 
artisans new patterns and designs likely to be popular. An 
attempt must be made to provide the handicraftsmen with 
the requisite capital through cooperative credit societies and 
perhaps also through industrial banks. Quite as important as 
anything else is an effective marketing organization. The 
Arts and Crafts Emporia at Lucknow and Lahore have been 
moderately useful. The establishment of Prortncial Market- 
ing Boards, licensed warehouses, and cooperative wholesale 
depots should also help. Several of the provinces have passed 
State Aid to Industries Acts to enable the Government to 
encourage suitable -cottage and other industries. A sum of 
Bs. 5,75,000 was allotted by the Government of India to the 
Provincial Governments from November 1934 to March 1936. 
With the assistance of these funds various schemes for the 
development of the hand-loom wearing industry have been 
started. 



47o IVTTQDCCTIOV TO ECONOMICS 

In-dustmal Lmjouti 

§20 Mfgratory character ot Indian laboar— -We must 
discuss certain important questions relating to industrial 
labour in Indn Ibe faciorj laboorers m Indn do not con 
stitute a wage earning class exictly coriLSponding to the 
factory labourers in western countries In those countnea, 
tlie labourers form a permanent class oJ purely industrial 
workers with no agncuUural inlerocts or attachments The 
Indian factori operatne on the other hand generally comes 
from a, \illage and he always maintains his connexion with 
the Mlhge where be has his home and his bit of land and 
his family looking after it Prom tune to time he \isits Ins 
vilhge and even if he is not able to go as often as he would 
like to almost invariably he returns to bis village after his 
superannuation He goes to the city because he roust He 
finds it more and more difficult to make a living in 
ho village The city as such has no attraction for him 
Low industrial workers would temam in industry if they 
could secure sufficient food and clothing m the village they 
art pushed not pulled to the city ' The fact that the 
labourer does not develop any permanent interest m his 
employment in the city ts a source of weakness m many 
All the same the Labour Commission has expressed 
the view that in the present circumstances the link with the 
ullage must be regarded as a distinct asset and that the aim 
should be not to weaken it but rather to etrengthen and 
regularize it 

§21 Scarcity of labour— Complaints are sometimes 
heard that there is scarcitv of labour in India This is true 
so far as the supply of skilled labour is concerned, and we 
have already indicated the remedies to be adopted in this 
connexion For the rest, owing to increasing pressure on 
agricultural land in the village combined with the growing 
facilities for travel and communication more and more 
people from the countryside are showing a vrilhngncss to 
migrate to cities to avail themselves of whatever opportom 
tics mav be there for ''ecunng employment 

The position m Ihu respect would be further improved 
if labour were recruited directly by the mill mamgers in 
stead of through middlemen or jobbers The jobber because 
he IS instrumental in sccunng employment comes to acquire 
great power over the igoorxut and often helpless worker 
and gcnerallv abuses it More and more factory owners arc 

* LaftOttT (WTh UeyJ Commtffwn Reporl p i 



INDUSTRIAL DEVELOPMENT 4r79 

now giving their attention to the question of direct recruit- 
ment. 

§22. Labour legislation in India. — ^In order to attract 
workers and make them contented and efficient, conditions of 
^ life and labour in the cities must be made more tolerable. This 
is a matter which can only be dealt with satisfactorily by 
legislation, and now the law tries in various ways to make 
things easier for the workman. The Factories Act, 1911, as 
amended by the Acts of 1922, 1923, 1926 and 1934 prescribes 
a daily as well as a weekly limit to the hours of work in 
factories — the daily limit being 10 hours and the weekly limit 
54 hours in all ‘perennial’ factories. Children are not to work 
for more than 5 hours per day. The Act also provides for 
rest intervals and a weeMy holiday. The law also insists on 
certain conditions with regard to ventilation, light and tem- 
perature being observed to secure operatives against danger 
to health or serious discomfort. 

In the interests of women workers some provinces like 
Bombay have passed Maternity Benefit Acts by which leave 
of absence is given for a certain period before and after 
confinement, with a suitable wage allowance during the 
period of absence. 

Each province has appointed Eactory Inspectors whose 
duty is to secure the observance of the Factories Act. The 
Inspectors can compel the factory managers to take suitable 
steps for the prevention of accident or injury to the workers 
from unfenced machinery, etc. Some of the Local Govern- 
■ ments have made rules requiring the provision of first-aid 
appliances, sterilized dressings, , etc., for the benefit of 
workers who may get hurt in spite of all precautions. The 
Worhmen's CompensatioT} Act was passed in ]923 and it has 
subsequently been improved by several Amending Acts (of 
1929, 1931 and 1933). By this means the worker or his 
family is compensated for certain kinds of injury, or death, 
according to a fixed scale. 

§23. Housing. — One of the biggest problems in indus- 
trial centres is connected with the housing of labour. The 
present condition of housing is most deplorable and there is 
terrible overcrowding and congestion in factory towns like 
Bombay. The labourer is not so much housed as ‘warehoused’. 
The vast majority of the working classes live in single rooms 
in filthy, insanitary surroundings. It is impossible for the 
labourer to live a normal healthy family life in these condi- 
tions, and in fact many workers are forced to leave their 
families in their villages. Improvement Trusts, Municipalities, 
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viell ns indiMdunl emplojcr* ha\e made some efforts to 
rtmedv tins =erious defcit But much more mil ha%e to be 
done before \re enuld be find to be anwliere near a sitis 
facton ‘joiiitioii of the problem 

§2J Welfare work — llitrearc other activities than those 
noticed above vsbitb have for their object the impiovemetit of 
the health s.afet\ and general well being and the industrial 
eflicienci of tin: worker nhtch are grouped together under the 
name of wtlfire work Some of tlu more enlightened eni 
ploitrs have \oluntaiih instituted welfare schemes for the 
born f t of thui operatives bomelmies institutions like tb( 
\ M C V the local Social Service Ijeagues and the Depressed 
flissts Mission f>ocjet\ have rendered vahiablo assist nice to 
ein| lovers in organizing welfare work or liave independentlv 
organized it tlicmsehes Welfare work is concerned with 
iducation uiedicil and materniU henefits rerreation (in the 
form of games cinemas lantern elide lectures as counter 
ittractions to the liqworeUop and the bucket shop), hou«mg, 
gram and clotli frbops workers coopontne societies, tea shops 
and canteens 

n 2 j Trade Union movement— All theke activities 
should strictlv speaking be imtiatcd and controlled b} the 
worku*. tiiemsohes Lribom can best help itself by stand 
ing on Its own legs instead of depending on oiitaidera lu 
ihe western countries labourers possess powerful and effici 
ent isvociitions of tbeir own in the form of Irade Unions 
which take care of their members interests in every possible 
wav It IS a ^ood sign that m India also a similar move 
ment has been started Its progress here however is not 
lompirabte witli its {ro,.rcss in the west The leadcisliip 
of tlic Indian Trade Unions is still largelj in the hands of 
iiiiddle class people who although tlicv mav be well mten 
tjoned do not nlwavs understand the needs and the difiicul 
ticb of the working chases Sometimes it mw happen tint 
thc\ Jiive political and other motives besides the good of the 
workers Another weakness of the Trade Union movement 
m India is due to the fact that the labour force in most of 
our iiulastrnl centres is heterogeneous in cbaricter and the 
ivtnVtTs TTfif) twifto: ^TWii iffleitm*!. Tffica’K (nfimrria 

languages profess different religions and so on Effective 
combination m such circiimst ince> is a matter of great 
difficulty Widespread illiteracy among the work-men is an 
other fienous handicap And lastlv we must refer to the 
floiting character of Indian labour Even wlien the labourer 
stays for vears in a citv after leaving his village he does 
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not necessarily work at the same establishment but may 
change his emploj'er any number of times. A man who is 
thus constantly on the move from factory to factory cannot be 
a very useful member of a Trade Union or any other as.soci- 
atioir. Gradually, however, matters may be expected to 
improve in all these respects. The Trade Union Act of 1926 
seeks to encourage Trade Unions calculated to promote the 
obvious interests of the workers. Trade Unions which get 
themselves registered under this Act are .subjected to certain 
restrictions intended to secure proper management of their 
funds and to direct their activities into proper channels. As 
against the restrictions, the Act grants certain privileges and 
concessions not available to the unregistered bodies. For 
example, the Act gi'ants immunity from civil and criminal 
liability to officials of the registered Unions acting in fur- 
therance of all legitimate objects of the Union. The formation 
of strong Trade Unions is essential not only to safeguard the 
interests of the wage-earners but also to promote the orderly 
progi'ess of industi-y. 

§26. Present inefficiency of Indian labour. — We have 
indicated above the main directions in which improvement 
of labom' conditions is to be sought. Such improvement is 
calculated to create a more contented labour force. It will 
also increase the efficiency of Indian labour which, by com- 
parison with western labour, must bo pronounced to be 
inefficient. The European worker no doubt gets highcj- 
wages, but his outturn of work more than justifies the high 
wages. In this sense European and .‘Unerican labour is 
really cheaper than Indian labour. At the same time it 
should be borne in mind that the difference in efficiency is 
more a matter of environment* than of race. There is no 
reason to despair of making Indian labour quite as efficient 
as European labour provided the necessary conditions for 
progress are provided in the shape of educational facilities, 
vigorous public health measures, decent housing, etc. The 
possibilities of increasing efficiency through an increase of 
wages should also be carefully explored. 

§27. Industrial harmony. — In recent years the frequency 
of industrial disputes has been growing in India, and the 
important question of maintaining harmonious relations be- 
tween W'orkers and employers has been receiving tlie serious 
attention of the Government. The Trade Disputes Act was 
passed in 1929, and it was put on a permanent basis in 
1934. The Act provides for the setting up of Courts of 
Inquiry (consisting of independent outsiders) and Boards of 
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Concibntiou ^consistmg of repiesentatises of each of the 
parties to the dispute) with the intention of having the issues 
clearJj framed so that the public may bo in a position to 
judge fairlv the rights and the wrongs of a dispute Dis- 
putes are not settled compul-onlv, bat reliance phced on 
the force of public opinion to bring about peace Various 
proTinces have also appointed special officers whose duty is 
to do ell that is passible to prevent industrial strife 


St’MMAlU 
Qeveitti. ScBTEt 

/tiduitnuluelion ia dMifobts for {ndia It wiiU iscreaso the 

neaiib ol ibe «)uotr\ gire it grester economis maVe it* people 

II ore elert a£i<^ pro^rrs’iiTe eoj o/Ter ecopo tor diTenitv ot uleot It ffilt 
e>.o decresu > iddle che< uQCDplonneot, benefit tbe public treaenrj tbrocgb 
inrrested iitab'o cspeetit and divourage boardi&g bj erestios profitable 
■vennei i t the <roplo^roent of eario^ It mil eren add to our military 
cffleieocT 

Tbe Ooreracaent is Ihit eountey for a long tune lodidtrent to 
induetTialiaeiion A ne^ eta aeem^ to baee begun ttiib tbe ortation o( 
vho Imperial Depanmest o( Commnee end Induitnea in Bot Oorem 

inrat « ptltcy on tbe ffbole continued to be on tbe old fe»re<>/eire hnet 
until tbe uar tmespeetedly forced it to adopt a more helpful attitude 
Tbs lodion Ifunitiona Board, eatebbsbed to 1917, gave a great atunutiu to 
industna] enterprise m lodui 

PnoTEcnox and otoer bleAstmes or State Aid 

After the n&r sceerding to tho rooaramendatioat of the Tiscat Commie 
iio« of 1921, India entered upon tbe period of diicrimiriate protection »nd 
n nuenber of modem induatrica bare sprung up la couse^uence But besides 
protection we must bare other things for seennsg real progress in iDdDstrisf 
derelopment aueb ss a sound and helpful banking and transport lyatem, 
and elTcetira orgauiration of marketing and commercial intelligence Edu 
cotiOQ must be such ta to male tbe general outlook of people more practical 
Technical and commercial ichoola mii«t be started, and an adei^uafe supply 
of akitled labour of lopcrri'ort and manager* must b« ensured The 
Government most be prepared to help Indian industries by patronage, finance 
and by suitable Ugislation 


IkDIA** J<n)tr9TT(E3 

Indian industries fall into tno daasea (i) Cottage industries and 
(ii) Organized indusltics Although uidostruluation has been adraocing in 
India, especially since the war, organised tndpatries as yet play a small 
part in the country a economic life Gittoo inte, iron and steel are among 
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The cotton mill industry is the leading industry — its principal centres 
being Bombay, Abmedabad, Sholapur, Hubli and Nagpur. In spite of 
various adverse factors it has steadily expanded, especially in consequence 
of the stimulus it received during the war of 1914-18. Increased competi- 
tion during the post-war period, especially from Japan, has made the grant 
of protection to tho industry necessary since 1927. In 1934, the total 

number of cotton mills in India was 352. The industry is mainly financed 
by Indian capital and its management is largely in Indian hands. 

The julc industry is to Bengal what the cotton mill industry is to 

Bombay. Both have progressed side by side since the middle of the last 
century. There were 103 jute mills in 1931-2, as many as 90 being 

situated round about Calcutta. India’s monopoly of jute gives the jute 

mill industry a great natural advantage. Its expansion was greatly favoured 
by tho war, and India today occupies a leading position in tho manufacture 
and trade of jute. The jute industry has also suffered owing to economic 
depression and has had to adopt a policy of restricting output. 

Iron and steel, a basic or bey industry, has shown remarkable progre.ss 
since 1907 with the establishment of tho Tata Steel and Iron Company at 
Sakchi (Jamshedpur). It received a stimulus owing to the purchase of 
various requirements by the Government during the war; and has enjoyed 
tho benefit of protection since 1921. It has a great future before it having 
regard to the very substantial natural advantages it possesses. 

The tanning and leather industry has tho advantage of a large supply 
of raw hides and skins, much of which is still exported to Germany, the 
U.S.iV., and other countries. Apart from the old indigenous tanning 
industry, a modem fanning and leather industry has come into e.xistenco at 
Cawnpore, Bombay and Madras. The war-time purchases of army boots 
and shoes, etc. by the Government contributed substantially to the progress 
of tho industry. There is however still considerable scope for internal 
improvement. 

The chemical industry like other industries was favoured by tho war; 
but even today it is in a condition of infancy, though ono branch of it, 
namely tho sulphuric acid industry, has made considerable progress. Its 
further development is essential for tho industrial development of the 
country. 

The paper industry, started in 1870, now claims 10 mills, with Calcutta 
an its principal centre. Tho bamboo paper pulp industry, which has received 
protection since 1925, shows great promise. Other industries are the sugar, 
tho match, cement, oil-milling, glass, printing ink, coal, petroleum, and 
tea industries. 

Progress in modern industries need not necessarily be fatal to all our 
old collage induslries. With proper assistance and guidance there is no 
reason why quite a number of these should not continue to exist and flourish. 
A systematic e.xploration of the cottage industries is necessary in order 
that wo may shape their future and help the artisans without sacrificing 
national interests. Ono of tho most important and the most widespread of 
our industries is tho hand-loom weaving industry w'hich still occupies several 
million people and which has been singled out by the Government for 
special attention. The woollen industry in some of its branches would also 
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»et.ai to ba^e consilcTabW %alue ««q uader present conditujtit 

Sericulture anl sill. mauufa-H rc*, embrciden work, furniture, metal ind 
cotlerf, pottoiT and scap-naL ng are among tbe other small scale industries 
of Iclia calling for careful investigation 

Industrie* uhuh are found to deserve encouragement might receive it 
IQ varu.u* toriDs eg manual training and insltnction to artisans in schools 
ipccjallv started for the purpose, proviaion of cheap and reliable ra« 
material of rew patterns and de«igrs practical demonstrations, arts and 
crafts evhihitions and emporia marketing boards licensed warehouses, co> 
operative depots and finaoLial eubrentions 

IvnrsTPjvL Lsnocs 

One of the peculiarities of our induslnal labour is its migreiory character 
^fost of tlio labourers have bevu bom and brought up in rural sarroundings 
and thiv have no idea of niaViag the mdiistnat town* their permanent 
hoRivs ^liev come to tbe citua oDwilliogl;, driven bj economic necessitj 
Tho feeling of labour scarcity should gron less as the supplv of /killed 
labour increase* and as bonsiog and other condition* is the cities become 
more attractive Foclory Ugulahon (baeed on western models) Its already 
male coiiiidcrablo progress in India and aims at regolating hoar* of work 
protecting labourers from injure to health or serious discomfort while at 
work and giving speeiil attention to tbe interests of female sod child labour 
Varioii* official and non official efforts are being made to improve the 
bousing condition* which at present are terrible and welfare work of 
different kind* is being done for ameliorating tbe condition of factorv 
worker* Workers liare also begun to organize tbetnselves into Trade 
Union/ Tbe ptogeess of the Trade Union Movement is however hampered 
by illiteracy among workers absence of workisg-elas* leadership, the hete 
rogeneou* character of Indian labour and its agricnltural interests Tho 
Trade Union Act of 1926 has beeo passed to belp legitimate Trade Union 
activit) 

As pomparel with Turopean labour, Indian Ubour is undoubtedly iBe//i 
cient This inferioritr is not due to inherent defects but to the absence of 
a suitable environment under which efficiencv i* developed 

Indaslriat ditputes have of late been growing in frequency in ladu. 
and the Trade Disputes Act of Jftf*. with its provision for Courts of 
Inquiry and Itoards of Conciliation, la intended to prevent industrial disputes 
from erisiDg or from lasting too long 
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TRANSPOET AND TRADE ^ 

Transport 

§1. Impoftance of transport. — A good s ystem of cojn- 
municatio n by land, ,waj[er and, we._iaust_xiQ.w_a dd. by air , 
iB__one_of_.th^ most Jmporte.nt_^o£_aIl tl^_conditions f or_Jba 
prosperity of a jatioja.i It breaks down the iiolalidn^of the 
ditlerent parts of a country and increases the contact be- 
tween town and village to the mutual advantage of both. 
It is the A'ery life and soul of trade and acts as a stimulus to 
both agriculture and -industry. Improved means of commu- 
nication and conveyance are essential for the free movement 
of men and goods, raw materials and finished products and 
for the proper utilization of the resources of a countrj". 
Difficulties of communication have been largely removed in 
modern times by railways, the telegraph, motor and other 
forms of transport. 

India is a sub-continent and the natural obstacles in 
passing from one region to another are formidable. Com- 
munication often breaks down in the rainy season. Natural 

w aterways . ■■ are less— impQr.tan t in Ind ia t han in Eng land. 

Till the middle of the nineteenth ceiitury the mean’s’ of 
communication were very defective in India. There were 
only very few trunk roads constructed by Indian rulers, 
chieflj" by the Moguls. Jlany of the so-called roads were 
mere tracks and were impassable during the rainy season. 
They were also far from being safe. Pack animals were 
the only means of access to many parts of the interior. The 
state of communication w’as even more unsatisfactoiy in 
peninsular India with its rugged mountainous territory and 
the poor facilities for water tran.sport except on the two 
coasts. We have already explained how' the self-sufficiency 
of the Indian village was mainly the result of the imperfect 
means of communication.' A veritable social and economic 
revolution has been effected by the construction of a network 
of railways and roads from the time of Lord Dalhousie, who 
initiated a vigorous public works policy. 

The transport situation may be considered under three 
main heads : Railways, Roads, and Water Transport. 

‘ Ch. u, §§3-4. 
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Ratltcays 

§2 Periods of Indian ralitray history —The folloniog 
sii periods in the history of Indian railways may be dis 
lingmshed 

(ij The old Ovarantee System (1644 C9) — The first 
pro^xjsals for the construction of railnavs were made in 1844, 
and contracts were made for the construction of two small 
railway lines neat Calcutta .and BombaY th e^Xast 

India Company and the Great ^dian _PeDin sula Railway 
Company respectively It was.nioweier, Ixird Uailiousie's 
famous 'Mmnte on the subject in 1853 that gave a 
deci'Jive turn to the Government s policy of construction of 
lines by railway companies incorporated m England and 
cnjoiing a guarantee given by the Government of a specified 
minimum return, or rate of interest on the capital invested 
Lord Dalhousie urged the creation of a sjslem of trunk lines 
and emphasized the great social, political and commercial 
advantages which the eounlrj would thereby derive Pri- 
%ato capital was not then available m India for railway 
construction That is why the guarantee svslem was adopt 
cd Accordingly, between 1654 and ISCO contracts were 
entered into with eight companies for constructing and 
managing railways id different parts of India, the rate of 
interest guaranteed ranging from 4\ to 5% The Government 
ftlio made a free grant of land and reserved to itself certain 
powers of sujierTision and control and the option to pnr 
chase the lines after twenty five \earg or fiftv years, on 
certain fixed terms Anv surplus profits, after the guaran 
teed interest had been met were to be shared by the 
companies with the Government The early results of this 
system were disappointing, and it proved to be a great drain 
on tho resources of the State Since the Government 
undertook to see that the railway companies made a certain 
minimum profit, the companies had no incentive for carefnl 
and economic management AI«o it was a pioneer venture 
and could not be expected to show profits immediately 
'I'ne companies iafieS earn tlie minimum rale ol interest 
from year to year and the deficiencv had to be made good 
oat of the public revenues 

(n) State construction and nianagemrnt (1869 79) — 
The Government therefore decided that so far as capital for 
new lines was concerned, the State should secure for itself 
the fall benefits of its own credit and cheaper methods of 
construction This policy under which the Sind and Punjab 



TRxVNSPORT AND IBADB 


487 


lines were constructed, had however to be soon abandoned 
owing to the financial difficulties of the Government caused 
by the falling rupee, famines between 1874 and 1879, and the 
Prontier War. 

(iii) The new Guarantee System (1879-1900). — ^Accord- 
ingly the Government decided again to utilize the agency of 
guaranteed companies. .Contracts were made with new 
guaranteed companies such as the Bengal-Nagpur and the 
Madras and Southern Mahratta railway companies. Under 
this system, the lines constructed by the companies were 
declared to be the property of the State, w’hich was entitled 
to terminate the contracts at the end of twenty-five years 
after repaying the capital provided by the companies. 
Interest at 31% was guaranteed during the period of the 
contract. The Government retained a larger share (three- 
fifths) of the surplus profit, and chai-ged interest on the 
portion of capital advanced by it to the companies. Under 
this new guarantee system, the terms were in every respect 
more favourable for the Government than- before. The com- 
panies were allowed to manage the lines when completed. 
In subsequent years, when the old and new contracts ex- 
pired, the Government purchased the lines and either trans- 
ferred them to State management as in the case of the 
Eastern Bengal or Sind-Punjab railwaj's, or handed them 
over again for management to the same companies, as in the 
case of the East Indian and G.T.P. railways. In this way 
the State came to be the owner of the bulk of the trunk 
lines. Until recently, however, the management was left to 
the companies subject to Government control, exercised 
through the Eailway Board which was created in 1905. The 
last of the contracts (i.e. wnth the Bengal-Nagpur railway) 
will expire in 1950. 

In the meanwhile, branch line companies were formed, 
and Indian States were also invited to undertake railway 
construction in their territories. In recent years (1925 on- 
wards), the Government has decided to find the necessary 
capital itself. 

(iv) Rapid extension of railways and commencement of 
railway profits (1900-14) were the features of the pre-war 
period of 14 years. In 3908 the programme system was 
adopted, under which the Government laid. down for the 
future the standard of £12J million a year for capital expen- 
diture on railways. Loans were raised in England for this 

'"'•purpose. The commencement of railway profits was due 
to the general economic development of the country 
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and parti} to the expansion of irrig’atiou works in the 
Punjab and Sind 

(t) Brfokdciicn of the roilttat/ system (1914 21) — 
During this period there vfas a senous breakdown and 
deterioration of the railwajs parti) owing to the wartime 
pressure on them and partlv owing to the curtailment of 
the annual programme of capital expenditure 

§3 The Acwofth Committee and after — An oierhauhng 
of railway policy was e0ecled on the recommendations of a 
special Pailwa) Comnultee (1920 2D presided over bj the 
Hte Sir William Acworth The Committee favoured State 
management of the railwa>s and also advocated construction 
of new lines bv State agenc) It maj be added that Indian 
pul lie opinion has nlwars strongli opposed compin\ manage 
ment Apart from profits taken out of India by the companies 
the charge against them was that their policy was unsjmpi 
tl ctic towards Indian national interests Tar from lielping 
Indian manufacturers and commerce it seemed actually to 
discriminate against them AI«!o scant attention was paid to 
the comfort of the third class passengers from whom the 
mam part of the railway reiemie was derived Under the 
now pohc) the Great Indian Peninsula the East Indian 
Burma and Southern Punjab railways have been transferred 
to State management The Railway Board was also leorga 
iiized 4s now constituted it consists of a Chief Commis 
sioner, a Pmancial Commissioner and three members It is 
the agency through which the Governraent of India exercises 
effectiie supervision o>cr the whole railway system in tlie 
country Larger funds were also made naaihble for capital 
expenditure on railways 

Another change in administration was the separation of 
the Railway from General finance in 1925 os recommended 
by the Acworth Committee in order to insure the railways 
being run as a commercial concern Under the new arrange 
ment the railways are required to make a special contribution 
to the general revenues Owing to railway deficits in the 
recent jeara of trade depression the railways have been 
unable to make this contnbution 

At the close of the year 1933-4 the total railway rnileige 
open was 4G 910 miles and the capital outlay stood at Rs 881 
crores 

Under the new political constitution of India the actual 
ndministration of raitwiajs wiH be placed in the hands of 
a Federal Statutory Railttay iuthority which is to be 
the executive authority of tlio Federation in respec' '' 
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the regulation, construction, maintenance and operation of 
railways. 

§4. Economic effects of railways. — The railways have 
conferred substantial advantages on the country. They have 
promoted the efficiency of general administration and of 
military defence, and have contributed to the cultural pro- 
gress of the country. Their economic effects have been 
equally striking. Famine relief in a country like India 
depends on an efficient railway system for the quick con- 
veyance of food-stufts to the affected areas. ^ The railways 
promote economic advance, tend to equalize prices through- 
out the country, create new employment and make possible 
a more even distribution of the population. The economic 
isolation and self-sufficiency of the village have been broken 
down by railway development. Agriculture has been com- 
mercialized, i.e. the agriculturist grows not only for sub- 
sistence, but for profit by the sale of his produce, for which 
he now commands a wider mai'ket owing to the extension 
of railways. Not only national trade but also trade with 
other countries has been stimulated by the facilities for rapid 
conveyance of goods to the ports for shipment abroad and 
from the ports for distribution in the interior. On the other 
hand, the railways have led to certain undesirable z’esults, 
such as the rapid decay of indigenous industries, due 
to the intense competition of machine-made goods which 
the railways could carry to the remotest parts of the 
country. 

§5. Need for further railway development. — On the? 
whole, however, the benefits conferred by railways outweigh 
their drawbacks, and speaking of the future there is moi'o 
and not 'less need for railway development, es^cially in the 
rural areas which are inadequately served, ^ndia’s back- 
wardness in railway development when compared with other 
countries is shown by the fact that, while there are 8‘2 miles 
of line per 100 sq. miles in the IJ.S.A., there are only 2*2 
miles of line per 100 sq. miles in India J Along with railway 
construction it is also necessary to -d^''elop and encourage 
industries connected with railways. The railway rates 
policy should aim at furthering the general industrial deve- 
lopment of the country. There exists at present a Hail way 
Rates Advisory ' Committee to investigate complaints of 
undue preference, high rates, lack of reasonable facilities to 




• See ch. viii, §§6,7. 
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trade etc md to maVc retoromeolitjons to tbe Government 
on these matters 

itoods 

§G Road history — As alrcad} pointed out good roads 
were few till the middle of the last century Lord William 
Bcntinck revived the ide% of a highway connecting the north 
of India with Bengal The result was the construction of 
the Grand Trunk Road linking Peshawar with Delhi and 
Calcutta 

A new chapter in the history of roads was opened by 
Lord Dalhousie who initiated a more vigorous road policj 
A Central Public Works Department was created and 
similar departments nere established in each of the pronnees 
in 1855 replacing the old Military Boards which till then 
had been in charge of the roads As railwaj construction 
proceeded apace it became necessary to build roads to feed 
the railways rather than to compete with them Trunk 
roads however came to be neglected the Government being 
more interested financially in the profitable working of nil 
ways Tlie progressive polity of Lord Mayo and Lord 
Ri^q with regard to local self government under which 
local control over local affairs was provided gave some sti 
mulus to road development The total road mileage steadily 
increased and it stood at 264 612 m 1931 2 

§7 Main features of India’s road system— The mam 
features of India s toad system may be briefly described 
There exist four trunk roads stretching across the country 
with which most of the important subsidiary roads are linked 
(i) The most famous of the trunk roads is the ancient march 
ing route for armies known as the Grand Trunk Road 
which stretches right across the northern part of the countrv 
from Kliyber to Calcutta the other three connect fit) Cal 
ciitta with Madras fai) hfadras with Bombay and (iv) 
Bombay with Delhi Tlicso four mam roads account for 
about 6 000 out of the 74 541 miles of metalled roads (in 
1931 2) in British India Southern India is roost favoured 
both as regards the number and the satisfactory character of 
As Bifusihiaiy roahs TTne worat serveci regions are Ttajpu 
tana, Sind parts of the Punjab Orissa and Bengal Andity, 
sparseness of popnlafion unbndged and unbridgeable water 
ways difficulties of the ground (as in the lower Himalayan 
reaches), lack of suitable road building materials etc are 
some of the obstacles tliat have prevented more rapid pro 
gress Besides metalled roads there is a large mileage cS 
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kachlia (umnetalled) roads (1,89,971 miles in 1931-2), some 
' of which provide quite good going for motor traffic during the 
dry weather. 

§8. Need for more roads. — Considering her size India 
is extremely poorly equipped with roads. The deficiency is 
all the more keenly felt now that motor transport is advanc- 
ing by leaps and bounds and creating a new range of 
problems of road construction and maintenance. As against 
2,500 miles of road per 1,00,000 of population in the U.S.A., 
India has only 84 miles. While the countryside is crying for 
more and better roads, much difficulty is being experienced 
in maintaining even the existing roads in a tolerable condi- 
. tion. Hoads controlled by the local bodies are in a parti- 
cularly bad state because of the poor resources of these bodies. 
The country needs a perfect network of arterial and feeder 
roads for the smo oth conduct of her extensive internal and 
external trade, for the development of industries connecte d 
Wit h tUe p^paration of a gricultural prodnofl and f nr the 
proper e xploitation of her valuable fo re st res ources.) The 
developrdent of roads need not adversely affect the railways. 
In fact the railways will derive considerable benefit from 
such feeder roads. While road motor traffic has an advan- 
tage over the railways so far as lighter traffic and short 
journeys are concerned, the railways will be a more conve- 
nient and economical form of transport for heavy loads and 
longer distances. On the whole, roads and railways are 
complementary to each other rather than competitive. In 
recent years increasing attention is being paid to the need 
for coordination of rail-road transport and the question was 
recently (1933) discussed by a specially convened Eoad-Eail 
Conference at Simla. 

§9. New road policy. — K special Eoad Development 
Committee was appointed in 1927 to consider India’s road 
problems. The Committee emphasized the necessity of a 
comprehensive road policy and of coordination of local 
programmes. It pointed out that road development was 
passing beyond the financial capacity of Provincial Govern- 
ments and local bodies, and was becoming a national interest 
which should therefore to an increasing extent be a charge 
on central revenues. It also recommended that local bodies 
should receive more liberal financial assistance from provincial 
funds. 

In accordance with the Eoad Committee’s recommenda- 
tions, the import and excise duties on motor spirit w ere 
increased from 4 to 6 annas ner gallon in March 1929 . The 
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piDceeds of the additional dotv w ere allotted for eTpcnditiij e 
on road developmen t being credited to a separate -R oad Deve. 
lo nment Accou nt The aniniTl grant after allotting 15% to 
the Government of India ftiU 1034 only 10^) is apportioned 
among the prounces on the ba<sis of their resi^ctne petio l 
c onoiimptign The«e grants are made for e^peiidiiiire on such 
schemes as arc appro'ed by the GoTernor General in Council 
with the adiice of the Standing Committee on Roads of 
the Central Legislature In order to secure coordination in 
road matters periodic Road Conferences of provincial repre 
^entat»\es with the Standing Committee on Roail<^ are held 
This (olicj Ills recently (1034) been placed on a more or 
less jieniianciit basis 

?J0 Organization of the Public Works Department — 

Iviblic works in IndiN fall into the following four diMsions 
Wilitari works Railways Irrigation* and General CimI 
I\ork8 esjiecialK roads and buildings 

We hue alrc u)y slated lliat before Lord Dalhousic 
created % Central Public Works Department together with 
subordinate Proa incial Departments all the four divisions of 
public works wore looked after by Rcparafe ^^llltar 5 Boards 
for each province The railwave on account of their 
increasing importance were put under the charge of a 
separato Railway Board created in 1905 and were represented 
in the Viccrot s Frecutne Council by the Member for Com 
merce and Industry U the same time the Central Public 
Worts Department was made a joint charge with the 
Department of Revenue and ^tgriculturt- This dejiarlment 
has powers of supervision over Provincial Departments but 
as a rule since the Reforms of 1019 interferes only in the 
more important and costly projects Reference Ins alreadv 
been made to the Standing Committee of the Indian Legis 
iature on Roads and to the All India Road Conference \t 
the head of the Prov incial Public Works Dep irtment are two 
Chief Rnginecrs who also act as Secretaries for public works 
matters to the Provincial Goacrnraoiit one for the Irrigation 
Branch under the Bevenuc Member and the other for 
Building and Roads under the Minister for Ijocal Self 
Government * The other minor provincial branches are 

’ tVs hare atreaSy r«T ibe made by irr gat on vrorV* 

Sea ch ill liS-ll 

’ UnJfr the Government of Ind a Art of 1935 all tbc Provinr al Depart 
ment* vnll be plaeed under lb® charg;® of 31 nwters vrho anil be colleetively 
retpoaa ble to tb« Frovinc al Leg alatme 
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Sanitary, Electi’ical and Architectural. Under the Chief 
Engineers are the Superintending Engineers in charge of a 
division or circle, and Executive Engineers in charge of a 
District. Below them are the Assistant Engineers and a 
subordinate staff. Eoad Boards have been established m 
some provinces in view of the growing importance of road 
transport. Local bodies like the Municipalities, Local 
Boards and Port Trusts maintain and manage their own 
public works which are local in character, and have then- 
own staff for the purpose. 

Water Transport 

§11. Inland waterways. — ^Water transport played an 
important part in the carriage of bulky commodities before 
the era of railways, and even today it continues to play by 
no means a negligible part in inland trade. On the whole, 
however, in spite of the relative cheapness and certain ad- 
vantages in the carrying of large cargoes, water transport has 
failed to hold its own in inland trade since the advent of the 
railways. 

Water transport falls under two divisions : (i) Inland 
wateni'ays and (ii) Marine transport. Inland water trans- 
port is supplied by the gi-eat river s5"stems of Northern India. ^ 
The Indus, the Ganges, the Brahmaputra and the Irrawaddy 
are navigable by steamers all the year round for hundreds 
of miles above their mouths or above the heads of navigable 
canals traversing their deltas. The tributaries of the Indus, 
the Chenab and iSutlej, are open to small craft all the year 
round. The rivers in the peninsula generally do not, how- 
ever, lend themselves to navigation, as they are not 
perennial and pass through rocky beds. But the Mahanadi, 
the Godavari and the Kistna are navigable in then- upper 
reaches. Inland navigation, which was largely resorted to 
in. the old daj^s (e.g. the Ganges was a great natm-al highway 
of commerce) has received a setback since the appearance of 
railways. The Industrial Commission (1918) urged the co- 
ordination of railway and w^aterway administrations with a 
view to relieving the existing congestion in the railway system 
and meeting the needs of small-scale transport in the country. 

§12. Marine transport, — ^^^e have ah-eady refen-ed to 
the extensive coast line of India. She appears by nature 
to be meant to be a sea-faring country and mav well aspire 
to be one of the principal carriers of the world. ^ Till about 


* See oh. i, §4. 


' See §19, and ch. i, §4. 
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tlie beginning of the nineteenth centurj she could be spoVen 
of Ts a considerable maritime countrj She had a flourishing 
shipbaildmg industry, and the bulk of the commerce in the 
Indian seas V7as then earned in ships built \n India The 
introduction of iron built ships improvement of naval archi 
lecture, and the jealousj of the English shipping interests 
brought about the decay of Indian shipping India’s share 
m the coasting trade amounts only to 13% and in the oceanic 
trade, only to about 2% This highly remunerative branch 
of business is at present controlled by foreign shipping com 
panies, whose competition prevents the rapid development 
t f an Indian Mercantile Marine The adoption of devices 
of unfair or cut throat competition such as deferred rebates, 
{i e tlie grant of rebates or refunds of a certain part of the 
freight paid at the end of a specified period provided the 
shipper or merchant does not send his goods by any other 
lino) and rate cutting have hampered the development ol 
Indian navigation companies in the coastal trade of India 
Iho Indian shipbuilding industry is m no better position 
§13 An Indian mercanUle marine— The need for tlie 
development of an Indian mercantile marine was stressed 
bj the Mercantile Marine Committee (1023), nhich recom 
mended the reservation of the coastal trade for ships 
controlled by Indians An unsuccessfnl attempt was made 
m 1928 by Mr S N Hap to promote a Bill in the Central 
Legislature for the reserving of coastal traffic for Indian 
shippmg On the recommendation of the Indian Mercantile 
Marino Committee the Goiernment has, however, provided it 
training ship (I M M T S Duf/ertn) for Indian cadets 

TnaoE 

External Trade 

§14 History of India’s foreign trade — As long ago as 
300 n 0 , India had established trading connexions with 
Bab}lon, Egypt, Home Greece, China Tran and Arabia 
This early trade was in rare and costly commodities, the 
principal articles of export being fine textile manufactures, 
V>0!> peilvflSrt* vpivei, 

the imports consisted of brass Im, lead, wines, horses, etc , 
and of a large quantity of gold The last item suggests an 
excess of exports over imports which has alnaja been a 
feature of India’s foreign trade During the Mohammedan 
period, communications established with India through the 
North West Frontier encouraged the overland trade of India 
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with Iran and countries to the north. Towards the end of 
the fifteenth century an all-sea route to India via the Cape 
of Good Hope was discovered by Vasco da Gama, and thus 
was estabhshed the fateful contact between the east and 
west. Four western European powers struggled for the 
monopoly of trade with India. These were Fortugal, 
Holland, England and France. England was destined ulti- 
mately to triumph over the other nations, and the East India 
Company, which was formed in 1600, succeeded in capturing 
the trade of India and incidental^ became the first territorial 
power there. We have already referred to the decay of the 
indigenous industries of the countrj" since the beginning of 
the nineteenth century owing to certain political and economic 
causes, and to the progress of rurahzation during the last 
centm'y. The net result was a change as to the nature and 
the direction of India’s foreij^n trade. India thus came to 
export large quantities of food-stuffs and raw materials, and 
to import, mainly, manufactured goods. 

§15. Growth of India’s foreign trade. — ^India’s foreign 
trade began to expand rapidly after 1869, when the Suez 
Canal was thrown open for navigation. The construction 
of railways and roads in the country also promoted the deve- 
lopment of external as well as internal trade. Exports 
increased from an average annual value of Rs. 55 '86 crores 
for five years of trade during 1864-5 to 1868-9 to an average 
of Rs. 354 crores per year for the period 1924-5 to 1 928-9. 
During the same period imports rose in value from Rs. 31' 7 
crores to Rs. 251 crores. The main causes of this growth 
/were the establishment of peace and order , improved means 
2.. of communication (including the laying of the submarine 
cables between Bombay and Suez) , the g reat improvements 
g-i n naval architectur e and rapid growth of mercantile marines 
in other countries, removal of internal customs barriers and 
transit duties in India, and the adoption of the policy of free 
trade. For a long time Great Britain naturally occupied a 
predominant position in the Indian market. Since the close 
of the last century, however, Germany, Japan, the U.S.A., 
and other countries have come in as serious competitors of 
Great Britain. During the war, Japan and the IJ.S.A. 
greatly increased their share in India’s foreign trade, and 
today Japanese goods are ousting not only British but even 
Indian goods in our own markets. The war gave a tem- 
porary setback to India’s foreign trade, especially to the im- 
port trade. The export trade did not suffer to the same 
' ''extent as “there was still considerable demand for India’s staple 
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exports The tennmaiion of the 'nar \ns foHovred in India 
as m other countries bv a trade boom, winch in turn was 
succeeded a trade depresaion \^fter a temporary pha-ie 
of reooverr the world has smee 10-29 been passing through 
an economic depre'^^-ion of unprecedented se^e^ty which has 
serioush uflectcd India s forcipi trade The export trade 
has suffered ncro than ihe import trade owing to a relatiTely 
much bigger drop in the pncea of raw materials and food 
gtnffa as cempared to manufactures and owing to diminished 
world demand for India s staple exports The export trade 
declined m t due to Rs 130 crores in 1932 3 The lowest 
rahie of import trade namely Rs 117 crores was reached 
in 1133 4 ‘'ince then there Ins been partial recoren 
ie \alue of the export trade during 1934 5 wasRs 155 
1 and of the import trade Rs 135 crores The 

b dance of trade in merchandise which used to be 
greaih in faronr of India in former jears, shrank to 
Ra i trorw* in 1932 3 and it is stiU xerj poor as com 
pared witli former jears 

§IG Mafn chiractetlstlcs of India’s foreign trade— The 
following two tables <I and IR show the compiratue impor 
tance of the pnncipal articles imported into and exported 
from British India tn 1934 5 and the fiie preceding jears 
These figures aUo setae to bring oot the disastrous effects of 
the economic depression on our foreign trade cspeciallj on 
the export trade The figures for 1934 5 show a small 
iinproserDcnt The recover) is also much slower m the 
export than in the import trade 

Tile most outstanding characteristic of India’s trade us 
that the bulk of the exports from India consist of food stuffs 
and ray matenals, while the bulk of the imports consist of 
manufactured articles Owing to the indnstnal development 
since the war the percentage of exports of manufactures to 
the total exports has recenth shown a tendenev to increase 
gradualh That this tcniJcnca, however, ig slight is shown 
bv the fact that duniig 1934 5, 74 0% of our imports con- 
sisted of wholK or partlj roanutactnred articles as compared 
with 76 G% vn the pre-war penod, and about 7o% of the 
exports were raw materials and food stuffs as compared with 
76 9% in the pre war period 

Another characteristic of India’s foreign trade is that 
while the import trade consists of a wide range of articles 
the export trade is restricted to a compirafivelv few great 
staples like raw cotton jute, tea oil seeds, and food 
grains 
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The third noteworthy feature is that C4reat Britain holds a 
predominant position in our foreign trade, especially on the 
import side. On the export side, while she is the most im- 
portant single customer, the aggregate of that trade is more 
evenly divided than the import trade hetweeii a number of 
countries. ‘ Lastly, India’s foreign trade normally shows an 
excess of exports (in merchandise) over imports. This usual 
‘favomable’ balance has, as alreadj' observed, considerably 
decreased in recent years." 

§17. Principal articles of imports and exports . — We 
shall now discuss the relative importance of commodities 
(i) on the import side, and (ii) on the export side. 

On the import side, cotton manufactures still hold the 
place of honour, though the percentage proportion of total 
imports has recently fallen owing to increased production of 
cloth in the countiy itself and the disturbed political situ- 
ation in recent years. The imports of cotton piece-goods 
mainl}'' came from Lancashire, but latterly Japan has appre- 
ciably increased her share in the Indian market and is a 
sez'ious rival of Lancashire as well as of the Indian mills. 
The imports of raw cotton are also increasing owing to 
the growing use of superior long-staple cotton in our 
mills. 

Next in importance are machinery and mi]] work, metals 
and ores (which include iron and steel manufactures, railway 
locomotive engines, aluminium, brass and copper, German 
silver, etc.). Imports of sugar (mostlj' from Java), which 
not long ago occupied the second place, have rapidly declined 
in recent years owing to increased home production due to 
protection since 1931-2. They now occupy quite a sub- 
ordinate place. Other articles of considerable importance 
are oils, vehicles (especially motor vehicles), instruments, 
woollen and silk manufactures, dyes, hardware, chemicals, 
paper, glass, etc. 

On the export side, cotton and jute are the most impor- 
tant commodities. The exports of raw cotton contributed as 
much as 23T5% of the total value of all merchandise in 
1934-5. Japan is the principal buyer of our raw cotton. 
Other smaller buyers are the United Kingdom, Italy, Ger- 
many and China. The Lancashke mills have in recent 
years been making special efforts to use Indian cotton. 
Exports of raw cotton to Japan are at present regulated by 
the Indo- Japanese Trade Agi'eement of 11933. Exports of 


‘ See also §18. 


’ See Part I, ch. xii, 54. 
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Indian cotton piece goods to the Straits Settlements, Iran, 
Iraq, Ce\lQn etc are not \er 5 important (onlv 1 7% of the 
total production in India in 19315) Jute — raw and mann 
(actured — coiibtitules the next important item of our export 
trade It accounted for oier 21% of the total exports in 
1931 5 

Tea ratiLs next to jute in our export list 81% of the 
total quantitv of tea produced m India is exported, mosth 
to the United lvin,.doin which purchased o^er 90% of our 
total exports in 193i 5 

The export of food grams — pulsis and flour — occupied the 
fourth place among Indian exports in 1934 5 Eice is the 
irinrijnl item under this Jiead accounting for 01% of the 
fotil quantity of food grams and flour exported Oilseeds 
cui/ic next rite principal seeds — linseed groundnut, copra 
— ue oxjxirted mo«tl) to the continental countries The 
exports of hnsecd to the United Kingdom Ime inciexfied 
hrpeh owing to the 10% Ottawa preftrence in that marhet 
m fa'our of Indian lm«eed The total exports of oil seeds 
have diminished m recent jears owing to rcguhtioti or 
restriction of imports into European countries like German} 
rranco and Ital} 

Exports of metals and ores come next in order of im 
portance Manganese ore represents about 90% of the total 
aalue of ores exported 

Hides and are sent to the United Kingdom the 
United States Germany rnnee, Italy Japan, etc There 
is not now the same demand for Indian Indes and skins in 
European markets ns in former years Raw wool, lac, oil 
cakes, tobacco spjees, coffee and mica are other export articles 
of some importance 

§18 Direction of India’s trade— TJie percentage shares 
of foreign countries in India’s total import trade may first 
bo considered The United Kingdom’s share avns 40 6% in 
1934 5 ns compared with 64% m 101314 The decrease is 
due partly to the adverse effects of the war and partly to 
increasing competition in the Indian market of rivals like 
Japan, the USA and German) IiatterK there has been 
some recovery in the share of the United Kingdom and 
the Ottawa preferences to imports from the United 
Kingdom were intended to help this process of recoicrv 
Japan contributed a? much as 15 7% to our imports, 
as compared with only 2 6% in 1013 14 In 1034 5 
Germana's share was 7 6% The United States supplied 
6 4% of our imports (as compared with 2 6% m 191314), 
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Belgium’s share was G-4%; Java’s 1-4%; France’s 1-2%; 
and Ceylon’s 1%. 

On the export side, the United Kingdom, as previously 
mentioned, is our biggest single customer and took 31-6% 
of our total exports in 1934-5 as compared with 23-4% 
before the war. Japan took 15‘7% of our total exports, the 
most substantial of her purchases being raw cotton. The 
United States of America followed with 8'5%. The shares 
of these countries before the war were 9T% and 8'7% 
respectively. Our trade with Japan has thus considerably 
increased in imports as well as exports. Uermany took only 
4-6% in 1934-0 as compared with 10-6% in 1913-14. Ce3don’s 
share in 1934-5 was 4-2%, Italy’s 3-9%, France’s 3-5%, 
Belgium’s 2-8%, Austria and Hungary’s 2-8%, and Austea- 
lia’s 1'8%. 

§19. Re-exports. — India has a certain amount of re- 
export (entrepot) trade. Being situated in the centre of the 
eastern hemisphere, she is fitted to act as a distributing centre, 
particularlj’’ for those Asiatic countries which have no sea- 
board of then- own. The re-export trade is mainly in 
manufactured articles, especially textiles, imported from 
the western countries, which are taken by Iran, Muscat and 
East Africa. The pi-incipal article re-exported to western 
countries is raw wool, which is imported across the land 
frontier of India. The bulk of it goes to the United King- 
dom. The total value of the re-export trade was Rs. 3‘55 
crores in 1934-5 as compared with Es. 4-62 crores in 
1913-14. 

§20. India’s balance of trade. — A large surplus of 
exports over imports of merchandise is, as already mentioned, 
a feature of India’s foreign trade. India’s average favour- 
able (visible) balance of trade in merchandise was Rs. 78 
crores in the five pre-war years, Rs. 76 crores during the 
five war years and Rs. 53 crores during the five post-war 
years ending 1923-4. After rising during the next five 
j-ears to Es. 113 crores it dropped to the low figure of Es. 43 
crores dining the five jmars ending 1933-4. In the j'ear 
1932-3, it was only Es. 3 crores, the smallest on record. 
Since then it has partially recovered, as noticed above. 
During these last five years, large exports of gold (over 
Es. 265 crores from September 1931 to March 1936) have 
helped to maintain the visible balance in merchandise and 
treasure and enabled India to meet her large overseas obli- 
gations. One of the most jnessing economic problems of 
todaj' is how to revive our export trade in merchandise and 
33 
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thus restore the favourable trade balance bo essential for 
enabling us to meet our obligations abroad * 

g21 The ‘drain’ theory. — ^India s habitual e\ce«3 of 
exjiorts over imports has given nse to the 'dram' theory, 
wbivh at one time loomed large in economic discussions m 
the countrv This esco>:s has been looked upon by some 
I>eop!e as a measure of the tribute paid by India to England 
owing to her political connexion It is clear that for her 
various outgoings (iiinsiblc imports such as interest on 
idpitdl borrowc*! abroad claries and pensions of officers 
payable abroad profits of binkera, and shipping and 
insurance companies) India receives some kind of return, but 
the juestion is whether the relum is in every way adequate 
In an elcmentarv book like this it is not possible to deal 
with the pros and cons of this controversy, and the interested 
reader niu^t be referred to our larger work ® Apart from the 
question of adequate return it is clearly desirable to lessen 
the amount of the Home charges and other debit items of 
India say by reducing our borrowings abroad by Indian- 
izing the civil and military «tervices, and generally by 
encouraging the economic development of the country, and 
equipping it with its own banking, shipping and insurance 
organiratjon 

§22 Land-frontier trade— In spite of her extensive 
land frontier of 0 000 miles India’s land frontier trade is 
very limited owing to the existence of only n few openings 
or passes like the Bolan Pass on the North West rrontier 
There has from very ancient times existed a certain trails 
frontier trade with countries like Afghanistan, Central Asia, 
Iran, Nepal, Tibet the Shan States, western China and 
Siam The principal imports are fruits, vegetables, nuts, 
raw wool raw silk and living animals The main exports 
are cotton goods, sugar, raw cotton, tea and leather 
manufactures 


Internal Trade 

§23 Coasting trade.— The internal trade of India falls 
mlo two sections li"; the coastal trade, anil lii) inland trade 
The total coasting trade of India aroounfed to Its 175 di 
rrorcs m 19312 The coasting trade between Bniona and 
India IS of special interest Burma’s imports are coal. 


’ E«« P»rt I ch »u |4 and t.U«> §21 below 
• Indian Eeonomies t« 1 II ch ti 
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cotton piece-goods, jute bags, pulse and betel-nut, while 
its exports are rice, kerosene oil, petroleum, candles, 
teakwood and timber. In the foreign as in the coast- 
wise trade of India, the principal ports are Bombay, 
Calcutta, Bangoon, Karachi, Madras, Cochin, Tuticonn 
and Chittagong, the first five being more important than 
the others. 

§24. Inland trade. — ^India, unlike the United Kingdom, 
is more vitally interested in her internal trade than in her 
external trade, having regard to her big size, large popula- 
tion, vast and varied resom'ces and the diversity of her 
physical and climatic conditions. The improved means of 
communication and transport have also gi'eatly added to the 
volume of this trade. According to the official publication 
Inland Trade of India for 1920-1, the total trade was nearly 
Ks. 1,500 crores. This according to some critics is an 
underestimate. The importance of the inland trade is not 
always duly recognized, and disproportionate attention is 
paid to the external trade. There is a gi-eat need for a 
vigorous policy of fostering internal trade, especially since 
our external trade has latterly diminished considerably and 
is at the mercy of arbitrary forces which we cannot 
control. 

The principal trade centres of India, apart from the five 
principal ports of Calcutta, Bombay, Karachi, Bangoon and 
Madras, are ; Cawnpore, Delhi, Amritsar, Agra, Lahore, 
Benares, Lucknow, Nagpur, Jubbulpore, Mirzapur, Madura, 
Gw’alior, Dacca, Mandalay, Srinagar, Sholapur, Amraoti, 
HjTlerabad (Deccan), Allahabad, Jaipur, Baroda, Bangalore 
and Mysore. 

§25. Commercial intelligence. — ^As compared with more 
advanced countries like Germany, Japan and the United 
States, India’s commercial intelligence system and trade 
organization are poorly developed. Increasing attention is, 
however, now being paid to this matter. There is the official 
organization consisting of the Department of Commercial 
Intelligence and Statistics, also the Indian Trade Commis- 
sioners in London and Hamburg. Besides these there are 
non-official bodies like the various European and Indian 
Chambers of Commerce which interest themselves in the 
industrial and commercial development of the country. It 
is needless to add that accurate and full information regard- 
ing foreign and inland mai’kets and publicity regarding trade 
and production are essential for the proper expansion of our 
commerce and industry. 
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Tba pro^pentv of a natwn dep^nJs ^resttv on s good ^yetpoi of eom 
municatwa nfiidi bMVs down acoMmie isoUuon and is tLe Tcry Wa of 
trsda It 15 f«*eanal for the proper utiijwatioo of s conntrr s rwources 
lie mesna of <r< i mitni atioo ta India wore 5orT defective until tbe uiildle 
ut ibo niiicttrntb rrntur5 Tbm vitte only • few roads and natural 
waierttara sod [s L aniinaU bad to be largely u<ej A Tcntable ecoDonuc 
revolution lias been «r i gbt air'^ then b) the constroction of a neln-orV of 
ra Inara and roads 

fJaiJrayi —Indian ra l«a» hutoor has |iat<ed through various phases 
Itetneen I'^ll aol IbbO taiinave vrre conetracted and managed by Entish 

0 mpsaies cnjovinj gnaranlced interest This old guaraoleo ayatem being 

1 inJ eaj+nsivo was abandoned for a short period (ISCO 79) in favour of 
Stale rasatruction and inanagemcnl ninth prosed ineffeetiTe The guarantee 
svstrtn vias re-adopted is 19~'l It nas hesveter considerably modihed in 
favour uf tliu Government nhirh gradually acquired the ownership of moat 
of tbs trunk ratiwav iinea although tDanageioeot nan largely left m the 
eorapanies bands Itailwavs whuh ncr« a losing concern until 1900 
began to yield eteads profts and in lOOo the programma ayiteo, vnd«.r 
sshieh ever? rear the *i#t« provided for a large capital espendrture on 
raiNsya isaa adopted Diinog the nar the railnays snITered eenoua delen 
oration owing to the pressure of stork and drastic redaction in the capital 
evpenditura 

On the recommendation of the Acnortb Committee on Indian Ilailaayi 
railway policy «is overt auled Provision ssas made for larger capital 
erpenliture Indcr the po^icv of management of railssaya Ly the State 
reconunended br the Comniilloe the management of two trunk lines (the 
OTP sod £I rsiluars) iiaa IranifcsTed to the State The railway 
budget lias separated from the geoeral budget Owing to the severe trade 
Jipression of recent years the railways are facing coatiDual de&rits and 
fiava been unable to make their fiieJ cootribatioa to the general revenues 

There is a great need for further railway duvclopincnt la the tounliy 
as many areas are still leading an isolated existence 

floods — Isord Dalhoniie was respoosiblo tor a vigorous road policy as 
lie was also mainly responsible for the railway! A Central Public Ttorka 
Department and ProTincial Public Atorks Departmenta were established, 
and trunk roads were constmefed Pour sneh great roads exist, and also 
subsidiary roads, the total mileage of metalled roads being 71 511 The 
mileage of kachha roads is 169971 

The advent of motor transport and ite remarkable development in 
recent rears have erophtaircd the need for more and better roads especiallv 
m rural areas where their deficiency is keenly felt Bailnays and roads 
are largely eoropleuicntary A new road policy was adopted (193^-^) 
the refommendatioa of tbo Hoad Devetoptnent Committee, wUieli u cliarac 
terized by a coordination of local road programmes and grants by the 
CentraV Goveroment for this purpose to the provinces out of a Hoad Deve- 
lopment Account, to which the proceeda of an additional duty on petrol 
arc credited 
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The organization of the Central and Trovincial Public Works Departments 
is described. 

Water transport. — Water transport falls into two divisions: Inland 
waterways and Afarine transport. Northern India is better served by 

natural waterways like the Indus and Ganges than peninsular India. 
Railways are a serious rival today to river transport. 

In spite of her extensive coastline, a large volume of coasting and 
oceanic trade, and her reputation as a sea-faring country in the past, the 
present position of India’s shipping and shipbuilding industries is very 
unsatisfactory. There is an urgent necessity to develop an Indian mercantile 
marine. The establishment of I.M.M.T.S. Dujfcrin on which marine train- 
ing is given to Indian cadets is a step in this direction. 

TsADn 

India’s foreign trade is very ancient in origin. Early trade was in 

rare and costly commodities. A large quantity of gold was even then 

imported. During the Mohammedan period the overland trade of India 
received a stimulus. Intcmal communication was also improved. The dis- 
covery of an all-sea route to India brought the western European nations 
into touch with India, and in the struggle for the Indian trade which 
followed, England came out as the victor. The nature of India’s trade 
underwent a change and she came to export raw materials and food-stulfs 
and to import finished goods. From 1850 onwards, the progress of railway 
and road construction in India and the opening of the Suez Canal gave a 
fillip to India’s foreign trade. Towards the end of the last century 

India’s trade with countries other than the United Kingdom (i.e. Germany, 
the U.S.A. and Japan) began to increase rapidly. The war adversely 
affected India's foreign trade. After a temporary recovery, that trade 
received an oven more serious setback as the result of the world economic 
depression. Since 1933-4 a partial recovery seems to have occurred. 

The main characteristics of India’s foreign trade are preponderance of 
manufactured goods on the import side and of raw materials and food- 
stuffs on the export side; wide range of imports as compared with a 
restricted list of staple exports; predominant position of the United King- 
dom, especially on the import side; and excess of exports over imports of 
merchandise. 

The principal imports in the order of their importance are cotton manu- 
factures, machinery and mill work, metals and ores, oils, vehicles (motor) 
and instruments. Sugar now occupies a secondary position. 

The chief exports are cotton and jute (raw and manufactured), tea, 
grain, pulse and flour, oil-seeds, metals and ores, lac, hides and skins, 
wool, oil-cakes, etc. 

Great Britain’s dominant position is indicated by the fact that her 
share in imports was 40-6% and in exports 31-6% in 1934-5. She is how- 
ever meeting with increasing competition from Japan, the U.S.A., Germany, 
etc. Having lost ground during and since the war she- is now showing 
some recovery. The distribution of the export trade is more even than 
that of our import trade. Here again Japan ranks only next to the United 
Kingdom. 
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TUe roiumo of loJim rM»port tr*de »nl land frontier trade js at 
preaent very small 

Ikfore tbe trade depression of the Iftat aix years, India used to liare 
a largo trade batance m ber favour, but oaing to iho serious reduetioo 
in her orport trsdo in merebandise in reeent years this trade balance has 
appreciablv decreased The lota! balance has been maintained by large 
exports of gold 

rbe us lal excess if ixpons over imports of goods has given rise to 
tbe dram theory 

Tbe internal trade of India includea tbe coasting and inland trade 
The coasting trade mth Burma la of great importance 

The loUrnal trade of a coantrv of India a size and varied rescnrccs is 
in ifh grrsur than the external trade It needs to bo still farther developed 
Tho rommercial inlelhgence axalein an! trade organization in India are 
r v'len compared mlh those of other countries 



CHAPTBE VI 

INDIAN CUEEBNGY, PEICES AND BANKING 

The Indian Currency System 

§1. A brief history of the rupee. — Before the introduc- 
tion, in 1835, of a uniform rupee as the sole legal tender in 
India, hoth gold and silver coins were in use in India. India 
was thus for a long time virtually on a bimetallic standard. 
Silver rupees were largely in circulation in Northern India 
under the Mohammedans, while gold coins had an important 
circulation in Southern India, for instance, the gold pagoda 
in the Madras Presidency. The gold mohur had a limited 
circulation in Northern India. At the beginning of the 
nineteenth century there were numerous gold and silver coins 
in circulation owing to the absence of a single central power 
in India. Gradually, as the result of currency reform effected 
by the East India Company, a uniform rupee weighing 
180 grains (a tola) J;|ths fine (i.e. 165 grains of pure silver 
and 15 grains of alloy) came to be established by 1835. 
Gold coins were at the same time demonetized, and the mints 
opened to the free coinage of silver. The Indian system 
thus came to be one of silver monometallism (silver 
standard), instead of the bimetallic sj'stem which had formerly 
prevailed. 

This arrangement lasted till 1893, when the mints were 
closed to the free coinage of silver on private account on the 
recommendations of the Herschell Committee. This step was 
taken to meet the grave financial emban-assment of the 
Government of India arising from the fall in the gold price 
of silver and consequently in the gold exchange-value of the 
rupee since 1871. This Increased their rupee liabilities in 
respect of the Home charges payable in sterling or gold in 
England. The gold value of the rupee, which was about 2s. 
in' 1871, fell to about Is. 2d. in 1892. The falling rupee 
also affected adversely our foreign trade and the investment 
of foreign capital in India. As free coinage was stopped 
from 1893 the rupee gradually rose to Is. 4d. by 1898 and 
was fixed at that level on the recommendation of the Fowler 
Committee. In 1899 the British sovereign was made legal 
tender in India side by side with the rupee at the rate of 
=Gl=Es. 15 or Ee. l=ls. 4d. 
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§2 The Gold Exchange Standard — The Fouler Com 
inittee had recommended a Gold Currency Standard for 
India and a pold mint But for various reasons uhat the 
uithorities 1 ul iltimiieh come to xdopt was the Gold 
Exchai)oe “itandard ns explained in Chapter \ (§15) ol 
Pirt I 1!jl \aIuo of the Indian rupee uns kept at Is ■!</ 
thioUnli tin, sale in I^ndon of rupee drifts (Council Bills) 
on the (.o\ernm(.iu of India bj the Secretarj of State on 
the one hind and on tin. other tliroH„b the sale of sferliii'; 
drifts (called Rtaerse Countils^ draun on the Secretary of 
“stite and jiaaable in eterlin^ or gold in London agiinst 
til ler of rupees to tin Go'eriinient of India The sale ot 
utl kinds of drifts « is effected at rites approximating to 
4/ aliening for the tost of importing gold into and 
cxjxjtting gold from India rcsjiectisclv * 

llitro uore tuo diffMcut curroDC% reserves maintained b> 
the Go'ernment One was the Gold Standard Resemo 
(established in 190(») consisting of the profits on fresh coin 
OfC of rupees issued to (he public by the Government of 
India The hulk of it uas held in T^ondon and ua^ mosth 
iniested there m sterling secunlies Sterling drafts (Reserso 
CounciUt \sere sold in India against this reserae during the 
exchange crisis of 1907 8 m order to support tlie rupee 
The other reserve uas the Riper Currency Resene, partly held 
in India and partly in London os more fully exp! lined 
bt-lou * Council BiIIh uore sold partly against tin. Paper 
Currenci Resene la India and partly against the oish 
balances of tiie Government of India The Ch imborlain 
Cominission of 391311 recommended the contimialion of tins 
SI stem (the Gold E\chan^e Standard) although piiiihc opinion 
111 India stroiigh desired a Gold Currency Standard 

The Indian currency system suffered considerable di«tiir 
hance during the years of the uar (1914 18) The pnct. of 
Rilier m Jiterling rose so high that it became profitable to 
melt the rupee coins The Government therefore, raipod 
the exchange aalue of the rupee by successive steps and 
earned it to 4<1 fm Deeembei 3919) Jt should he noted 
in this connexion that since 3893 (lie rujiee had come to 
he a token coin its bullion or intrinsic laliie being less than 
its legal value of Is 4il Tims before the war its intrinsic 
value was about lOd while its legal value wis 3Gd Silver 
having further fallen in value, the intrinsic value of tlie rupee 
today IS onlv about 8d 
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Tlio Babingtou Smith Committee, appointed in 1919, 
recommended a 2s. gold nipee. They tliougbt that the rise 
in the value of silver had come to stay and that, in order to 
maintain the token character of the rupee, the high rate they 
recommended was essential. The Government's attempt (in 
1920) to keep the rupee stable at this rate by the sale of 
Beverse Councils failed, iind the rupee was left to itself for 
some time. 

§3. Gold Bullion Standard. — In 1925, the Hilton-Young 
Commission was ajtpointed. It recommended the Gold 
Bullion Ktatidard for India instead of the Gold CuiTency 
Standard which was favoured by the Finance Department 
of the Government of India and by several Indian witnesses 
who gave evidence. The Commission al.so recommended a 
gold A'alue (8'47 grain.s) for the rupee corresjxmding to D?. Gd. 
(gold), although there was a strong opinion in the country in 
favour of the pre-war ratio of l.v. id. (i.e. 7’53 grains of 
gold). This gold value was to ite maintained by the pro- 
posed Besen'c Bank of India as the now lairrency authority, 
wliich wa.s, like the Bank of England, to buy and sell 
gold bullion in quantities of not less than iOO ounces 
or 1,0G5 tolas. Thus anyone who took 22,629 rupees to 
the EeseiTc Bank was to obtain 100 ounces of gold in 
the form of biir.s (the rate being approximately Bs. 21-7-9 
for a tola of gold allowing for the cost of trans])orting gold 
to London). 

In Dlarch 1927, accordingly, a new Currency Act was 
passed which provided for the 1 a’. Gd. ratio as recommended 
by the Hilton-Young' Commission. Until the establishment 
of the Beserve Bank the Government of India was to be in 
charge of the currency .system and was to sell gold. or. at 
its option, sterling exchange (i.e. drafts pay.able in sterling 
in London) in rpiantities of not Ig.'^s than 400 ounces of gold 
at the rate of Bs. 21-3-10 for a tola of gold, the sterling rate 
being Is. allowing for the cost of transport of gold 

from Bombay to London. It was also to issue rupees and 
notes against gold in the form of bars containing not less 
than 40 tolas (or 15 oz.) of line gold, at the rate of Bs. 21-3-10 
(1.9. Gd. per rupee). The sovereign ceased to be legal tender, 
although the Government undertook to give Bs. 13-5-4 for 
every sovereign received. Some approaches towards the 
Gold Bullion Standard ivere thus made, its introduction in a 
full-fledged form being po.stponed till after the e.stablishment 
of the Beserve Bank. Till then the Government could sell 
sterling exchange (as it did in practice) on London, instead of 
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(lelnering "old itself in India To that extent it v.as still a 
Gold Exchanpe Standard 

§4 The rupee linked to sterling — This 6j<=tem remiiaed 
in operation until 20 September 1031, when England went 
off the Gold Standard and India followed smt As announced 
at the same time b\ the Secretarj of State, the rupee was 
linked to sterling at U 6d which remains the current official 
rate today The Eeserve Bank of India Act of 1934 has 
legalised tins rate and made the Bank responsible for mam 
taming the rupee at 6d For this purpose, the Bank has 
to bin sterling in India at a rate not higher than 
ftr a rupee and sell sterling for immediate dehvery in London 

a rate not below li 5^d for a rupee provided the amount 
of Stirling in both cases is not less than £10,000 India’s 
I re«ent monetary standard is thus the Sterling Exchange 
Standard Tlic Eesene Bank Kcl however provides for the 
bubmi«sion of a rtport ba the Re«er\© Bank on the futnro 
monetary standard best suited to India when the inter 
national raonetarv position becomes sufficientiv clear and 
stable ' 

§6 The ratio controversy —Recent Indian currencj 
histori has been cliaractenzed by a prolonged controversy 
regarding the pruper rate or ratio to bo adopted for the rupee 
in terms of sterling Tho Hilton Young Commission argued 
that at the ratio of Gcf , which they recommended, prices 
m India had already attained a substantial measure of adjust 
ment ivith world prices, so that any change in the ntio 
would mean widespread economic disturbance The criterion 
suggested by the Commission i«i universalh accepted the 
difference of opinion was not on point of principle but on 
point of fact A strong body of opimon held that the ‘sub 
stmtial adjustment assumed by the Commission had not in 
fact occurred, and if widespread economic disturbance was 
to be aioided a lower ratio, preferably the old ratio of 3^ 4d 
should be adopted Tho question is a most controversial ono 
on which it 13 impossible to achieve unanimous agriement 
Qua nC th.’.U"**,, lva».c,vcc, ttioA mwiA. beiv w» w.w/i \°. 
that if a certain ratio has been maintained for a fairly long 
time, the presumption is that wages, prices etc have become 
adjusted to it and that it would be unwise to disturb it 
unless conditions have obvjouslv changed again, necessitating 
the adoption of «ome other ratio \nother tiling to be borne 
in mind is tliat the reactions good or bad, of n given change 
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in the ratio are of a teinporarj’ character, though people often 
argue as if the advantages and disadvantages would continue 
to accrue indefinite!}’/ 

§6. The sterling link and exports of gold.— There are 
two other currency controversies in India today. One is 
regarding the linking of the rupee to sterling mentioned in 
§4 above. It is argued against the sterling link (which 
means the Sterling Exchange Standard again) that India 
should not tie its currency to that of any one country, since 
in that case she has to share in the economic fluctuations to 
which that countr}’ may be subjected. It is further contended 
that the sterling link (lif. 6d.) gives British goods a prefer- 
ence in Indian markets and deprives India of the freedom 
to devaluate (reduce the ratio of) her rupee (in tenns of 
sterling and other currencies) so as to raise the rupee prices 
for the benefit of her agriculturist population. In defence 
of the sterling link it is maintained that India, being a debtor 
country with large sterling liabilities (Home and other 
charges) to be met annually, cannot with advantage sever the 
link between the rupee and sterling and leave the rupee to 
itself. It is also held that fixity of sterling is very conve- 
nient to our foreign trade, the bulk of which is with sterling- 
using countries. In any case, as already jwinted out, the 
Sterling Exchange Standard is regarded as a temporarj’ 
arrangement to last only so long as world monetary conditions 
continue to be unstable. 

The other controversial question relates to the large 
exports of gold from India, which, since Great Britain went 
off the Gold Standard in September 1931, had exceeded 
Bs. 274 crores by June 1936. As pointed out in the pre- 
vious chapter they have, to some extent, taken the place of 
the exports of goods and have ser\’ed to maintain the 
favourable balance which is essential if India is to meet her 
liabilities abroad. The price of gold in rupees (as in sterling) 
has greatly increased, being now (June 1936) Ks. 34-8 per 
tola as compared with Es. 22 before the exports commenced; 
this has tempted those who hoarded gold to sell it, and the 
high w’orld price has led to its export. Also, owing to 
economic depression, many persons have been compelled to 
part with their gold. This is called 'distress gold’. How 
much of the gold exported is 'distress gold’ is a matter for 
argument. Some critics have taken an alarmist view of these 
exports of gold and have advocated the levy of a tax on 


'■ See Part I, ch. xii, §17. 
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various bronze coins — the pice (J anna), the iwo pico (J- anca^ 
and the pie (-j’j Jiinal 


Pl.ICFS IN iKDll 

^11 Movements of Indian prices,— The table belon 
indicates the general course of prices m India since 16G1, 
the >ear 1&73 being tahen as the basic year. The generat 
index number is based on the wholesale prices of 39 article? 
(28 exported and 11 imported articles). 

INDEX UI.MBEMS OP PUICES IN INDIA 
(Price m 1873 = 100) 
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Tear 

Number /or 30 
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00 
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16C3 

107 

1910 
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1870 

102 

1920 

231 

1675 

91 

1921 
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tbSO 
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1923 
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87 

1923 

215 

1690 

100 

mi 

931 

1805 

toi 

1925 

227 

1000 

710 

l^C 

210 

1005 

no 
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1923 

201 

1013 

H3 

1929 

203 

lOU 

H7 

1930 

171 

1015 

152 

1931 

137 

lOlG 

1ft 

1932 

120 

19V7 

196 

3933 

121 


We indicate below the general cliaracter of the price 
movements between 1861 and 1893. 

(t) Rising prices (1801-7). — The American Cml War 
led to a scarcity of cotton for the Lancashire mills The 
resulting high pnee caii'ied a great influx of precious metals 
into India and extensive coinage of silver rupees, •which ■was 
followed bj a considerable rise of prices in accordance with 
the quantity theory of money,* 

(ij) Falling prices (1666-83). — ^Except for a sudden jump 
in the prices of foofl-slnffs between 1876 and 1879 owing to 
a great famine, prices were falling between 18GG and 1883. 


’ See Part I, cli x, 530 
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The general fall in earlier yeai’s may be regartled as a reaction 
against the previous high prices, and in later years as a 
counterpart of the general downward movement of prices in 
western countries. This was attributed to the slackening of 
gold production at a time when there was increased demand 
for it, and to the growing volume of trade under the stimulus 
of improvements in the arts of production. 

(hi) Pimng prices (1883-93). — The fall in prices was 
arrested in India owing to the fall in the price of silver, 
causing heavy rupee coinage before the mints were closed in 
1893 and the consequential depreciation of the rupee. The 
output of silver outpaced the production of commodities and 
ushered in an era of rising prices, which may be regarded 
as continuing right up to 1920 (except for the brief interval 
3893-9 when prices went down somewhat because of the 
contraction of currency due to the closing of tbe raint*^). 

§12. Rising prices from 1890 to 1912. — In 1912 the 
Government of India appointed Mr K. L. Datta to inquire 
into the causes of the rise in prices. The period covered by 
the inquiry was 1890-1912, during which time there had been 
a general and continuous rise in prices throughout India, par- 
ticularly since 1905. The Index Number of Prices (taking 
1890-4 as the base period = 100) rose to IIG in 1905, and to 
141 in 1912. During this period prices indeed rose all over 
the world, but the rise was higher in India than anywhere 
else. 

(i) Causes peculiar to India . — According to the Prices 
Enquiry Committee (he causes of this rise which were pecu- 
liar to India were (a) shortage in the supply of agricultural 
products and raw materials; (b) increase in the demand for 
these commodities; (c) development of railways and other 
communications in India, in consequence of which the rise 
in prices in one part of the country was felt in other parts; 
id) improvement in the general monetary and banking faci- 
lities and increase of credit; and (c) increase in the volume 
of the circulating medium. CuiTency inflation (under the 
Gold Exchange Standard) on account of the excessive coinage 
of rupees on occasions (e.g. in 1905-7) to pay off the Council 
Bills .sold by the Secretary of State was one of the important 
causes of the rise in prices in India. 

(ii) World factors . — Prices in India also rose during this 
period owing to the operation of the following world 
factors : (a) shortage in the supply of. and increase in the 
demand for, staple commodities in tbe world’s markets; 
(b) the increased .supply of gold from the world’s mines; 
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(D destlopriient of credit (rf) dcNtiuctne mrs and larger 
standing irmits ind nuies 

§13 Prices during the war— The prewar tendencj of 
pnte-, to riM vvas c.rcatl) accentunted during the jears 
1011 iO bj tht conditions created b\ the war Prices rose 
all o^e^ the world large!) on account of the general inflation 
of ciirrenii ‘ In India it^^elf there were large issues of new 
rupec'^ and currLOci notes to liquidate the trade balances in 
fasour of India ukI to meet the war expenditure incurred 
bj tl c (loiernnient laking prices m 1914 as 100, the Index 
Numier of Calcntti wholesale prices rose to 201 m 1920 
Ibis ri e while it w is unprecedented for India, was smaller 
than in (lemnnv Prame or eien England One reason for 
this w I thit the inflition of ciitrenct was far less m India 
Ihe I rices of food grains and raw materials rose sharplj 
because of the increased demind for them from the Allies 
ind parth also because of a,^nciiUuril scared) m India in 
1918 ind 19*20 The prices of imported goods like cloth and 
ro'^' because of the serious ehortage of imported 
iiianiifutured articles 

§14 Slump In prices —Haling reached their maximum 
in 1920 jiricos begun to decline from 1921 in India as in the 
rest of the world following the contraction of currency 
intrci^ed production and revival of trade 

The downward moTement of prices has been greatly 
acccleritcd since the Wall Street collapse in America (Octo 
her 1929) which is usuall) regarded as the beginning of the 
prolonged world economic depression of the Inst six years 
ihe great drop in prices all over the world dunng these years 
his been attributed partly to the shortage and maldistrihu 
tion of gold which has led to rontraction of ciirrencv and 
credit and partly to overproduction in comparison with tlie 
normal rate of consumption of raw niateruls as well ns of 
manufactured articles espcciallv of raw materials The fall 
has been greater in agncultural countnes like India than in 
industrial countries like England As compared with 1914 
(1001 the Calcutta wholesale price Index Niimher for Sep 
temher 1929 was 143 In September 1931 when Britain 
wont oft the Gold Standard, the Index 'Nuniher had come 
down to 91 1 e actually below the pre war level Owing to 
the nipce being linked to sterling pnees rose for a time and 
the Index Number stood at 98 m December (1931) This 
advantage was not maintained, and the Index Number fell 


• See 1 art I ch x 524 (jt) 
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to 88 in the following December (1932). Since then prices 
have fluctuated witliin a narrow margin (the Index Numbers 
for April and May 1935 being 88 and 91 respectively) and 
continue to be appreciably lower than in the pre-war period. 

§15. Effects of rising and falling prices in India. — We 
have already discussed the effects of rising and falling prices^ 
and the conclusions reached are of course applicable to Indian 
conditions. We may, however, make a few supplementary 
remarks. It is sometimes argued that India, being a debtor 
country, benefits from high prices and stands to lose by low 
prices, especially of the articles she exports. The cultivators, 
who form the bulk of the population, benefit from high prices 
and suffer when prices are low as today. There are, however, 
one or two considerations which must be borne in mind 
in this connexion. In the first place, there is no guarantee 
that, when prices rise, the cultivator will be able to realize 
in practice all the possible advantages. His profits, it is 
well known, are liable to be intercepted by a variety of 
middlemen. Then again, to the extent that the cultivator 
consumes the produce he raises, he is not affected either by 
high or low prices. There is no doubt, however, that the 
cultivator has immensely suffered during the last six years 
owing to the big drop of prices. His fixed charges (namely, 
land revenue, rent, interest, etc.) have become more burden- 
some, and his purchasing power has been greatly reduced. 
The middle-class persons living on fixed incomes in India 
suffered during and after the war owing to high prices. 
Today the low prices have offered them a welcome relief, but 
on the whole they have by no means escaped the adverse 
effects of the depression, owing to the difficulty of finding 
employment. Palling prices have also prejudicially affected 
the manufacturing and commercial classes by reducing their 
profit margins. Similarly, in the case of the wage-earners, 
although real wages may have gone up owing to falling prices, 
the employment available has become smaller in volume and 
more irregular in character. 

The falling prices during the last six years have produced 
other serious effects on the economic life of the country. 
The reduction in the purchasing power of the agriculturist 
has had injurious reactions on industrial enterprises, profes- 
sional classes, internal and external trade, and on public 
finances. The great need of the hour is to raise the price 
level so as to make production remunerative, relieve the 


34 


* See Part I, ch. x, §36. 
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India Compariy foi’ a time patronized them. Towards 
the end of the eighteenth century several circumstances 
appeared which were adverse to their continued prosperity, 

Specimen of a Hundi (translated) 


A-e^^ 

Ti-i^ex^ ~7'i^ f 7is JZ.eroj- , Ajo^^ 

f\i- T^Ce osAxu- ic C-Ao 

, ■A'-'f^ <^-n.eL O-xixOixX^ , 

CAxxAxf't-iK. t/jAy^’C ^ ^ / S' R'jlXxA^ 

iq3C>. 

yC^ AhAxKx, 2yLy^n~XZ^ J U-rAx) 

^ey[/y^xLo . 


On the reverse: 



^ Ax^yyy-yjA^l.-C^ ^ 

tA Cryy-£y /-yynryCAjTye^O^y y^\y-y^t,.eyyO » 


Fig. 18 . 


* A shahjog hundi is payable only to a shah, i.e. a respectable person 
known in the bazaar; it does not correspond to a ‘bearer’ cheque, and in 
point of safety is comparable to a crossed cheque. 
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such as the political disorder m the country, the competitioa 
of the Europejn \geac} Hoo'ses in Calcutta and Bombay, 
which also did banking business and received the patron- 
age of the East India Company, the establishment of 
European tjpes of banks such as the Presidency Banks, and 
the iDtrodnction of a uniform currency which hit one im 
j-iortaDt part of their business namely money -changing The 
indigenous bankers however, have managed to survive m 
spite of these difScuUies They continue to be indispensable 
to the rural community and satisfy the banking needs of 
ibout 90% of the people The Indian banker is to be found 
in almost every village town and city in the country He 
finances the agriculturist the petty artisan and small trader, 
a'l-'ists in the movements of the crops to the consuming areas 
or to the ports, and helps m the distribution of all kinds of 
goods in the interior of the country He accepts deposits, 
although unlike the modem bank ho does not usually allow 
them to be operated by means of the cheque He issues, 
buvs, and sells kundts either for remitting funds from one 
centre to another, or for financing trade His contact with 
European or the jomt stock banks in the country is very 
slight Ordinarily he operates in the money market with 
his own funds independently of them, and indeed often com 
{ictcs with them But during tho busy season, when he has 
laid out all Ins funds he borrows additional funds from tho 
Imperial Bank or other banks lo the commercial towns and 
gets the necessary accommodation either by having his htindis 
discounted by these banks or by borrowing against the 
security of promissory notes or goods Tho Imperial Bank 
and other joint stock banks ertend these facilities only to 
well known shrolTs who are on their list of approved 
borrowers During the busy season, therefore, the bazaar 
hundi rates charged by one shroff to another follow the bank 
rafo or money rates charged by banks, being higher than the 
latter During the slack season, however, the situation mav 
be the reverse 

Since the Beserve Bank is now established as the central 
currency- and credit-controlling authority for the whole 
country, it is thought necessary that the Bank should have 
a more intimate contact with the indigenous bankers, so as 
to be able both to help them and to control their banking or 
credit operations more or less as in the case of the Scheduled 
Banks * Tho Beserve Bank of India Act (1034) accordingly 


* See 519 
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rcqiiii'es the Bank to submit suitable proposals in this behalf 
within three years after its establishment. 

§18. The European system of banking. — The European 
system of banking was fii’st introduced in India by the 
Agency Houses of Calcutta which had a banking side as an 
aid to the conduct of their main business of commerce. The 
Bank of Hindustan, promoted by Messrs. Alexander & Co., 
is believed to be the first purely banking institution on 
European lines. ^ The Agency Houses came to grief in the 
commercial crisis of 1829-32. On their ruins arose the Union 
Bank, which in turn disappeared in 1848. Until 1860, when 
the principle of limited liability was recognized for the first 
time, the progress of banking was slow. The financial crisis 
in Bombay caused by the cotton boom of 1865, and the fall 
in the exchange value of the rupee, prevented substantial 
progress from being achieved. After 1905, the rate of pro- 
gress was quicker owing to the enthusiasm created by the 
swadeshi movement. Unfoi’tunately many of the newly 
started banks fell into inexperienced hands and disappeared 
in the banking crisis of 1913-14. Then came the war which 
greatly strengthened our banking system and reinforced the 
valuable lesson taught by the earlier bank failures, namely 
the need for maintaining an adequate cash reserve against 
liabilities. The post-war boom gave a stimulus to the esta- 
blishment of new banks, but the inevitable depression 
adversely affected them and again quite a number of banks 
failed in 1923. In 1929-31, a comprehensive banking inquiry 
was carried out through the agency of a number of Provincial 
Banking Enquiry Committees whose work was coordinated 
by a Central Banking Enquiry Committee. After long 
delays, the Eeseiwe Bank of India, which had been recom- 
mended as early as 1926 by the Hilton-Young Commission, 
was e.stablished in April 1935, and it is hoped that it will 
reorganize our money market and make it more unified and 
stronger than it has been in the past.^ 

§19. The Reserve Bank of India. — The idea of starting 
a Central Bank for India is nearly a century old.^ The East 

’ The establishment of the Presidency Banks from 1806 onwards and of 
the Exchange Banks from about the middle of the nineteenth eentur}' is 
referred to in the following sections. 

^ Reference has already been made to tbe starting of the Cooperative 
Banks and Land Mortgage Banks in ch. iii, §§22 and 24. 

’ "We have already discussed tbe functions of Central Banks and their 
credit policy in Part T, ch. xi, S 619-20. 
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Es. ]00 eacli. It liiis at present five Local. Head Offices at 
Bombay, Calcutta, INIadras, Delhi and Bangoon, and five 
separate share registers are maintained. The Bank is required 
to establish a London branch, and steps have been taken to 
that end. Tlie geneial management of the Bank is entru.sted 
to a Central Board of Dii ectoriy^which consists of IB me mbers 
as follows ; the Covernor and two Deputy-Governors appoint- 
ed by the Governor-General-in-Council after considering the 
recommendations of tlie Central Board; four Director.-, 
nominated by the same authority (to represent^ (He general 
taxpayer and important economic interests in the country); 
eight Directors elected on behalf of the shareholders on the 
various registers; anyone Glovernment official. There are 
also JCocal Boards to"^ advi.se IhejU^nti’al Board. No Director 
of the Central Board or member of a Local Board can al.'-o 
be a rTIeifiber of~flieT'enlral or of a Provincial Legislature — a 
clause that liad been responsible for the bitter contro%'ersies 
and delays over the earlier Beserve Bank Bills. 

Turning now to ihc function’! of the Reserve Banli, it may 
accept deposits without interest, and purchase (rediscount! 
and sell bills of exchange and ])roinissory notes endo rsed 
(signed) by the Scheduled Banks,* or by Provincial Coopera- 
tive Banks.” In the case of commercial transactions, these 
bills and promissory notes must be such as will fall due for 
payment withinJlO^ days after the dale of purchase, but in the 
case of_ seasonal-agricultural operations or marketing of crops, 
a longer inteiwal of^jnne months is allowed. The Beserve 
Bank has to buy sterling from and sell sterling to the 
Scheduled Banks.” It may also advance short-term loans to 
them, as also to the Central and Provincial Governments. 
Indian Rtate-., and local authorities. ^It can purchase and 
sell Government securities, or silver and gold bullion on 
account of the Government. It can borrow money for short 
periods of a month or less from the Scheduled Banks. It is 
authorized to issue Bank Notes payable to the bearer oil 
demand." It' is also empowered to carry ”out open-market 
operations" by directly purchasing or selling, in the open 
market, eligible paper (bills of excliange and promissory 
notes) or sterling, oiHiy making direct loans and iulvances to 
the public. This power is intended to enable the Bank to 


‘ Theso are banks tooino •’50 in number), each with a paid-up capital 
and reserve of Its. 5 lakhs and over, and are shown in a separate schediilo 
to the Iteservc Bank Act. 

' See Pari I, ch. xi, §20 (ii). 
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control the \oInnie of credit and make its credit or 3*101 Rate 
polic\ effects e ' 

The Reserve Rank of India is not permitted to transact 
certain tipes of business It is, for instance, prevented 
from engi„ni 2 in trade or having a direct ii\terc«.t in a com 
roercial or industrial undertaking, or from advancing raonej 
on munuicable piopertj or from allowing interest on 
deposits Ihe last prohibition is intended to prevent the 
Rc'crve Bank from competing with the ordinary commercial 
banks 

II c ( rntral Banking fnnetmis of the Reserve Bank maj 
now be biieflv noticed It haa to transact Government 
bubiiK b (to receive monejs and make payments for the 
Government) and to carrj out its exchange, remittance and 
itlur banking operations including tlie management of the 
public debt The Rank Ins the sole right of issuing notes 
\s already stated is the currency autboritv, it is required 
to bu) and sell sterling with a view to maintaining the 
cxchiive value of the luitcc provisionallj at Is 6d sterlmg ^ 
Fverv Scheduled Bank is leqirlteiflo' maintain with the 
Re«erve*Uairk balances amounting to not less than 5% of its 
demand liibilities and not less than 2% of its time Labilities 
This is intended to enable the Resene Bank to centraUze the 
bankm,. rcborves of the country ond thus to control the issues 
of credit hv the Scheduled Banks Tlic latter have alao to 
submit wcekh returns of their business to the Reserve Bank 

The Tmpernl Bank Ins been appointed the sole agent of 
tlu Rcbcni Bank for a period of fifteen jears, and has to 
manage the Government’s Trensnrj business at its up- 
countrv branches 

The Reserve Bank itself js required to make a weekly 
return to the Governor Generil in Council of the accounts of 
its Issue and Banking Departments 

The Reserve Bank Act nl o males provision for the early 
est ibhshinent of a sjiccial AgntuUural Credit Department 
whoso main function will t>c to stndv all questions of agri 
cultural credit give expert advice to the Government and 
PiQ imeial Cooperative "B^ks. and to coordinate the opera 
tionsoI~TKc Bank in connexion with agricultural credit and 
its relations with Rroiincjnl Cooperative Banks and anj other 
bank engaged in the business of ogriciiltunl credit The 

' The BanV Psle is now the etaniard rate at.wh eh, the Tlescrre UsnV 
IS prepared to boy or d soount bill* of exchange or other comtnrrcial paper 
eligible for purcl #te It i» thns a d scoBnt rate 
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necessary preliminary inquiry has already been completed by 
IMr j\r. L. Darling, i.c.s'., who was specially appointed for 
this purpose.^ 

iMow that the Reserve Bank has been established, it is 
hoped that India’s money market will be properly reorganized 
and unified and will be free from its old defects, such as lack 
of close connexion betw'een its various parts, dual control of 
cuiTcncy and credit by the Government and the Imperial 
Bank, seasonal inonetarj' stringency and high money rates, 
and the ver}- poor use of bills or hundis (i.e. the lack of a 
bill market for India). It will also generally strengthen 
the Indian banking sj'stem, especially when fmlher steps are 
taken to establish a more intimate contact between the 
Eesen'e Bank and the indigenous bankers. 

§20. The Imperial Bank of India. — Since the establish- 
ment of the Deserve Bank, the Imperial Bank of India has 
become the premier commercial bank of the countiy. Owing 
to its appointment as the sole agent of the Kcserve Bank 
(which in practice means that it is in charge of Government 
balances) it still remains subject to the special Act by which 
certain restrictions are placed on its activities. Por instance, 
it cannot make loans for a period longer than six months, 
or against the primarj' security of immoveable property such 
as land. It is, however, now free from certain old restric- 
tions on its business, such as the prohibition to receive depo- 
sits or raise loans in England and to deal in foreign exchange 
business. The Bank can receive deposits, and advance and 
lend money and open cash credits against Government 
securities. State Railway Bonds, debentures of a Municipality 
or Local Board, or against goods and promis=:ory notes 
signed by two independent persons or firms. It can draw, 
accept and discount and .‘^ell bills of exchange and other 
negotiable securities, grant letters of credit and administer 
estates as executor. 

The Imperial Bank has more branches than any other 
bank in India, namely 161. It has three Local Head 
Offices, one at each of the Presidency towns, which are 
managed by Local Boards. There is also a Central Board 
of Directors for the general superintendence of its affairs 
and business. This Board consists of the President, and 
"Vice-Presidents of the Local Boards, one person elected from 
among themselves by the latter, a Managing Director and ,a 
Deputy Managing Director appointed by the Central Board, 
two persons nominated by the Governor-General-in-Council, 
and Secretaries of the Local Boards. 
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exclianpe business, owin^ lo lack of a(1o(]U!ite capital, absence 
of brandies in foreign centres, and above ail the strong com- 
petition of okl-cslabli.slied and jiowerful foreign Exchange 
■ Banks. The Central Bank of India has recently (1036) 
decided to start the fir.si Indian Exchange Bank in London. 

The main business of the Exchange Banks is financing 
the foreign trade of India by the jiurchase and di.scounl of 
foreign bills of exchange. These are mainly export bills' 
uliioh are bought for di.scounted) by these hanks from 
ex{)orters in India. They are afterwards sent to London and 
are there rediscounted with the London banks. Again.st their 
London sterling balances, which are increa.sed by purchases 
of exjKirt hills in India, the Exchange Banks sell sterling to 
the Keserve Bank of India, wliich has to remit in sterling 
large sum.s on Government account to enable the Secretary 
of State to meet the Home charg'es. Other per.son.s. like tlie 
iniiiorters, or guardians of students studying abroad, also 
buy sterling' drafts on London from the E.Kchangc Banks. 
These Banks import gold or export gold according as the 
balance of trade in merchandise i< in favour of or against 
• India. 

In the financing of the im|)ort trade of India the more 
active part is played by the branches of Die Exchange Banks 
outside India. The share of the Indian branches in tliis 
hnsine,ss consists primarily in collecting the import hills 
(drawn on Indian importers) at maturity and in fm-nishing 
their head offices and brandies abroad with infomiation as 
to the means and standing of the Indian importers on whom 
hills are drawn by their creditors abroad. 

Over and above foreign exchange business, the Exchange 
Banks are also doing a growing volume of ordinary banking 
hnsine.ss and are thus competing with Indian .Toint-Rtock 
Banks. Some of them have for this purpose branches in the 
interior, as for instance at Cawnpore or Delhi, and are thus 
taking part in the financing of the inland trade of India 
also. They have succeeded in attracting large dejio.sits in 
India (Rs. G8*ll crores in 3933) and the Indian Joint-Stock 
Banks have to face these new formidable rivals even in their 
own field of ordinary hanking and inland trade finance. 

In .order to increase the share of Indians in tiie financing 
of the foreign trade of the country, the Central Banking 
Enquiry Corninittee has proposed firstly, that Eoreign Ex- 
change Banks should be required lo take out licenses with a 

' See Fig. 19. 
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vie^ to subjecting them to some control anti secondlj that 
a pmate Indian Lxclnnge Bank cnjojing State aid 
should be started should the Imperial Bank fail to 
expand the foreign exchange business in avliich it js non 
free to engage 

§22 Joint Stock Banks — We hare already referred to 
the recent f.routh of Joint Stock— Banks in India' Aa in 
England these are mimly commercial banks and give short 
term credit onlj The} receive deposits discount local bills 
p n cash credit accounts advance loans against stock ex 
inline securities gram or cotton buj and sell shares and 
trins^ut miscellaneous banking business . On 31 December 
19 H there u-erc in all 31 Joint Slock Banks with capital and 
re erve of Ra o lakhs and over Their paid up capital was 
Us 7 78 crores reserve and rest Es 4 65 crores deposits 
Rs 71 G7 crores and cash balances Rs 10 93 crores The 
total number of banks with capital and reserve between Es 1 
hkh and o hkhs was on the same date 50 tbeir paid up 
Lipitai Rb 0 83 crores reserve and rest Es 0 40 crores, 
deposits Rs 4 C4 crores and cash balances Rs 79 crores The 
mast important Joint Stock Banks in India (India s Big 
Five as the) maj be called) arc the Bank of India 
tlio Central Bank of India (which is a remarkable ex 
imple of a successful bank owned and managed bv 
Indians) the Punjab National Bank the Bank of Baroda 
and the \Uahabad Bank 

Since the bink failures of 1913 14 the question of regulat 
mg the Joint Stock Banks »n India has engaged a good deal 
of attention Thece failures were dne to low cash balances 
small paid up capital lack of espenenced and trained 
mamgere iineound advances ond in a few cases to fraud 
The Central Banking Fnqiiirv Committee Ins recommended 
the enactment of a special Bink Act since the existing 
Indian Companies \ct which applies to all t}pcs of joint 
slock companies is thoroughly inadequate for regulating 
banks The propio'ed (1930) amendment to the Indian Com 
panics Act mchules some additional provisions for regulating 
banking companies 

§23 Other types of banks — We have already dealt with 
Cooperative and land Mortgage' Danis ‘ There are Inrdlv 
anv special banking organwations in the country for j rot id 
mg long term loans to industries for purchasing marhincn 
erecting farton buildings etc There is a great need for this 
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type of bank; as pointed out both by the Industrial Com- 
mission and the Central Banking Enquiry Committee. Tlie 
latter recommends the establishment of Provincial Industrial 
Corporations assisted by the Provincial Governments and of 
an all-India Industrial Corporation. Under the State Aid to 
Industries Acts (as in ISIadras, the Punjab and Bengal), 
loans arc given by the Government to industries, but 
these are mainly restricted to small cottage industries, 
and the need for Industrial Banks for meeting the long- 
term capital requirements of large-scale industries remains 
unsatisfied. 

Eeference may be made here to Postal Savings Banks 
which were opened in all parts of India in 1882 and 1883. 
These banks provide the lower middle classes with a secure 
means of depositing their small savings for which the general 
balances of the Government constitute a sufficient security. 
In 1932-3 there were 12, GOO Postal Savings Banks, the num- 
ber of depositors was 2,736,615, and the total deposit balances 
with the Government totalled Ps. 43*-l5 crorcs. Interest at 
2% is allowed on these deposits, which can be withdrawn 
at any time subject to certain restrictions.' The maxi- 
mum amount of dejwsits per j-ear is limited to Es. 750 
and the total deposit to the credit of an individual 
account is limited to Es. 5,000. Amounts of As. 4 and 
above can be deposited and money can be withdrawn 
once a week. 

Since 1917 the Post Office has come into contact with the 
savings of the people in another way through the five-year 
Postal Cash Certifwates which are issued in various deno- 
minations ranging from Es. 10 to Es. 1 ,000. The total 
amount of Postal Cash Certificates outstanding on 31 March 
1935 was Es. G5'96 crorcs. These certificates have greatly 
increased in their ]X)pularity in spite of the .successive reduc- 
tions in the rate of interest allowed on them. A pari of the 
proceeds of sales of gold exported in recent years has been 
invested in these certificates. No one person can hold 
certificates of face value exceeding Es. 10,000. 

§24. The hoarding habit. — ^The habit of hoarding to 
which the Indian people are supposed to be addicted has 
given rise to a good deal of controversy. India has been 
described as a bottomless sink for the precious metals, gold 
and silver. These hoards have been estimated at £1,000 


Tho interest was 2t% until 1930 and 31% until 1933. 
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SUMMARY 

The Indian Chbuescy System 

The present rupee, containing 180 grains (one tola) of silver J’ths fine, 
was made sole legal tender throughout British India in 1835, and gold 
was demonetized. The Silver Standard thus established remained in ope- 
ration until 1893, when the mints were closed to the free coinage of silver 
owing to tho fall in its price and the consequential fall in the gold exchange 
value of the rupee. In 1899 the British gold sovereign was made legal 
tender at tho rate of ^1 = Es. 15. Before the nar the Gold Exchange 
Standard was in operation in India, the rupee being kej)t fixed at l.s-. Id. 
sterling (which in practice meant li. -Id. gold). The method adopted was 
to sell Council Bills or Reverse Councils os required. During the war 
the price of silver rose, and the exchange value of the rupee was raised 
by successive steps to 2s. 4(1. The attempt to stabilize it at 2-<. gold 
failed. Thereafter the rupee was left to itself. The Hilton-Young Commis- 
sion recommended the adoption of the Gold Bullion Standard. It also 
proposed that the rupee be given a gold value of 8-47 grains, equivalent 
to Ir. fid. gold. The latter rate was accordingly made legal by the 
Currency Act of 1927, which also gave the option to the Govermnent provi- 
sionally to sell sterling exchange instead of gold bullion in lieu of rupees. 
In September 1931, when Great Britain gave up tho Gold Standard, India 
followed suit. The rupee was then linked to 1.5. fid. sterling and thus 
once again tho Sterling Exchange Standard was introduced. This stan- 
dard has been made legal by the Reserve Bank of India Act (of 1934) 
which also requires tho Bank to make a report on the permanent monetary 
standard suited to India when world monetary conditions become more 
normal. The Eeservo Bank is the new currency authority in the country. 
The previous two separate currency reserves, namely the Paper Currency 
Reserve, and the Gold Standard Reserve (created in 1900 out of profits on 
rupee coinage), have been amalgamated and entrusted to tho Reserve Bank, 
which is to issue and regulate paper currency (Bank Notes) and maintain 
the exchange value of the rupee at 1.5. fid. There has been during the 
last ten years much controversy regarding the ratio, and there is still a 
considerable volume of opinion adverse to 1,5. fid. and in favour of 1,5. 4d., 
or a still lower rate. The linking of the rupee to sterling as also the 
large gold exports during the last few years have also been subjects of 
keen controversy. 

The Indian Paper Currency system was established by the Paper Currency 
Act of 1861. Until its recent (April 1935) transfer to the Reserve Bank, 
it was a monopoly of the Government, vvhich alone could issue notes and 
was responsible for maintaining their convertibility into rupees. For this 
purpose a separate Paper Currency Eeservo was maintained on the fixed 
fiduciary issue plan. Except for a maximum amount of fiduciary (invested) 
reserve, the remainder had to be held in metal (i.e. silver and gold coin 
and bullion). Part of the reserve was invested in sterling securities. 
During the war there was a considerable expansion of paper currency and 
of the sterling securities held in the reserve. In 1920, on the recommen- 
dation of the Smith Committee, the Proportional Reserve System was adopted. 
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anJ tie Toper Currency Act of that year proTidea tot a 50% meUlhc 
reserre H alao pctiritted the issue of emergency currency lo the Impcti»\ 
Bank during tbo bi =T season against the wcunty of inland trade bil’i 
As racommetidud by the Hilton Toong Commwsioo, the function of no e 
issue bns recently feca transferred to the Reserve Bank, which must hold 
under the Resenro Bank Kft a 40% Gold Reserve (gold bullion and sterling 
se-unliesi wh ch may honeTcr bo lowered temporarily on payment cl a 

The notes are of the following deoommations Rs 5i 10, 60 100 
500 1 000 and 10 000 All except the last are nniteraal notes, i e legsl 
tender throughout Briiuh Ind a the last be ng legal tender in its respeciire 
circle of i**ue only Uhire are aeven eueh citcka of is*ne) 

In aidliun lo rupees and notes there aro subsid #ry ailrcr, bronze and 
copper coma which are legal tender only for small amounts not exceeding s 
rupee 


Pricks n Ivnu 

riupte pricer in India have varied from lime to time as shown by the 
Qcoersl Index ^unaber of prices with 1873 aa the basic year and by the 
Calcutta Index h-umber ol wholesale prices The rise of prices which had 
alreadv hern evident in th* pre war period and bad formed the subject of 
a spec al inipjirv in lOi? became particularly marked during tbs wu 
period Before as well as dunug Ibe war it was mainly the result of 
eurrenev infalion Before tbe war apart from certain world faetora which 
made for a rise m prices thero was extensive rupee coinage During tbs 
war besides a targe add tion to the rupee coinage there was a considerable 
issue of notes Tbo cost of living increased and this adrersely affected 
tie position uf the middli>c'a*a people and wage earners On the other 
hand the business eonimunity benefited by the rise in prices Under Indian 
conditions however the pcetible benefit to tbs agneulturiat is intercepted 
to a eons dersbio extent by middlemen end moneylenders 

Sinco I'TW) (Jig ify 4rop of pnees which is such s marked feslure of 
the world depre"*iou hss been particularly disastrous to ngricultural coun 
tr es like India There is lo con»c<)ocncc much hardship in rural arcs! 
today and anything I kely to bring about w reasonable rise la prices ■would 
be welcome lo the interests of the agriculturist 


IxDMv Bavrivo 

The mem eofuUtuenIt of the Indiais money market are* (i) the Reserve 
Bank of India (u) the Imperial Bank of India, (in) the foreign Exchange 
Banks, (iv) the Indian Joint Stock Banks, and (v) the indigenous bankers 

Bawkvw^ taw ynaiAnivfi •» Irom very aoeienb times, anh even 

today {ndigenoca banking satisfies the needs of about 90% of the people 
especially those Imng in the rnral areas It is necessary, however, to 
roodemize the methods of lodigeDoas bankers and to link (hem with tbe 
Rcserr* Dank of India 

Orjaniied banking of the icestem type wan witrodaced m India by the 
Agency Jloueet daring the latter half of the eighteenth eentory The 
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■PresidcnciJ Banks were established between 1806 and 1843 at the three 
Presidencj' towns. Joint-stock hanking received a stimulus in 1860 when 
the principle o£ limited liability was recognized. Progress, however, ^^as 
slow until 1905 when, owing to the enthusiasm created by the swadeshi 
movement, quite a large number of new banks were established. Several 
of these, however, disappeared in the banking crisis of 1913-14 nhich 
proved the necessity of subjecting the banks to special legal restrictions. 

The iteserre Bank has at last been established (in April 1935) under 
the Reserve Bank of India Act of 1934. It is a private shareholders’ hank, 
although some of the most important appointments on the Central Board 
are made by the Goveruor-General-in-Council. The Reserve Bank has to 
transact banking business for the Government and has for that purpose 
appointed the Imperial Bank of India as its agent. It is also tho currency- 
and note-issuing authority. The more important banks (Scheduled Banks) 
are required to maintain certain cash balances with the Reserve Bank, 
which in turn offers them certain privileges, such as rediscounting of bills 
and promissory notes endorsed by them, grant of loans, etc. It can in 
turn borrow money from them for short ' periods. It is prohibited from 
allowing interest on deposits, engaging in trade, etc. It has to publish 
from time to time its Bank Bate, i.e. the rate at which it is prepared to 
discount approved bills and commercial paper. It is empowered to carry 
out open-market operations. Provision has also been made for the establish- 
ment of a special Agricultural Credit Department by the Bank. It is hoped 
that tho Ecsen’o Bank will be able to reorganize and unify our money 
market, reduce money rates, relieve monetary stringency during the busy 
season, help agriculture and generally strengthen our banking system. 

The Imperial Bank of India was established in 1021, being the result 
of an amalgamation of the old Presidency Banks. Until the establishment 
of tho Reserve Bank of India it performed certain banking business on 
Government account. It is now the solo agent of the Eeseire Bank of 
India and continues to be subject to a special Act, which, while now allow- 
ing it to deal in foreign exchange, prohibits it from lending for a period 
longer than six months or against immoveable property. The Imperial 
Bank is now the premier commercial bank in the country and has a largo 
number of branches (exceeding 160) throughout the country. 

There are 18 Exchange Banks in India, all of them being branches of 
foreign banks. Their main business is to finance the export and import 
trade of India. They buy export bills and get them discounted in London. 
They also collect import bills drawn on importing houses in India. They 
export and import gold, and buy and sell sterling from and to the Eesen^e 
Bank. Latterly they have been entering into competition with the Indian 
Joint-Stock Banks by attracting largo deposits in India and by financing 
even the internal trade of the country. The Central Banking Committee 
has recommended tho issue of licenses subject to certain conditions to 
these Banks so as to bring them under control. 

Tho most important Indian Joint-Stock Banks are the Central Bank 
of India, tho Bank of India, the Punjab National Bank, the Bank of 
Baroda and the Allahabad Bank. As in England, the Indian Joint-Stock 
Banks are mainly commercial banks. They accept deposits and advance 

35 
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loini for short periods fiosoce the inland trade and transact c^^cral 
banking biismcss 

Oihrr type# c/ bank# are (i) Land Mortgage Banks, (ii) Cooperative 
Banks and (ml I ostal Savmga Banka 

The tioarJinj Jafcif in India bas been the subject of a long coalrorcny 
and bas recc red a g#wl deal of attention It is largely tbe result of con 
dtions of iiiseonr IS in tbe past and certain social customs In order to 
vesn (1 e peoplo from tins habit and induce them to make a produdise 
i]>o of their boarded nealtb further extension of backing facilities tbroti''bout 
Ibo conntrv is nrgenlk called lor 



CHAPTEE Vn 

FINANCE 


§1. Introductory remarks. — Indian finance has under- 
gone a great change in recent years. Before the war there 
used to be only one budget for the whole of India, and the 
Central Government was the only taxing authority. Since 
the war there has been a practically complete separation of 
provincial from central finance. About fifty years ago land 
revenue was far and awaj^ the most important source of 
revenue. Other sources of revenue like customs and income- 
tax are now coming more into the picture, and some sources 
like opium, which used to be of great importance, have 
dwindled into insignificance. Also in normal years the rail- 
ways are now expected to contribute something towards 
general revenues instead of being a drain on them. 

§2. The Central Budget. — ^We give below the Budget 
(general) of .the Government of India for the year 1935-6 


CENTRAI, BUDGET (1935-6) 
(In lakhs of rupees) 


^ Eevenue 


Principal heads of revenue — 

Es. 

Customs 

51,84 

Taxes on Income 

16,40 

Salt 

8,73 

Opium 

61 

Other heads 

1,91 

Total; Principal heads 

79,49 


Expenditure 


Bailways; Net receipts (as 
per Eailway Budget) 
Irrigation; Net receipts’ 

Posts and Telegraphs : Nel| 
receipts 

Interest receipts 
Civil Administration 
Currency and Mint 
Civil Works 
Miscellaneous 
Defence Services 
Provincial Contributions and 
miscellaneous adjustments 
between the Central and 
Provincial Governments ... 
Extraordinary items 

Total Eevenue ... 

Deficit ... 

Total ... 


32,25 


70 

83 

93 

1,07 

23 

67 

4,93 


1,21,00 


On 


the 


1,21,00 


Direct Demands 
Bcvenue ... ...i 

Forest and Other Capitalj 
Outlay charged to Eevenue 
jEailways : Interest and Mis- 
cellaneous Charges (as per 
-Eailway Budget) 

Irrigation 

Posts and Telegraphs 
Debt Services 
Civil Administration 
Currency and Mint 
iCivil Works 
Miscellaneoiis 
Defence Services... 
Miscellaneous adjustments 
between the Central and 
Provincial Governments ... 
Extraordinary items 


jTolal expenditure charged to 
Eevenue 

Surplus 
Total 


Es. 

4,19 


32,25 

f> 

86 

13,39 

10,17 

33 

2,25 

4,46 

49,91 


3,05 

1 


1,20,94 

6 


1,21,00 


Es. 14,000 not shown. 
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ns o prefare to the fclud\ of the principal lieatla of revenue 
and cipenditurc of (he Central Go^rnment As pre>ioiisIj 
ix)inted out since the Railway Budget has been sepa 
nted from (I «. Gemral Budget which is credited with a fixe! 
innuil cj iitnl ution due to it fioni the railwajs * The Bail 
nay Budget is presented to the Central Legislature hj the 
Bailna\ Member of the Go\ernor General s Executive 
Couiuil < ne week before the Gencnl Budget Tlic latter is 
intro luted m the Assetnblj bj the Finance Member on tie 
1 i^t (lav of I ohm in 

\\c shill now proceed to discuss the principal central 
Jir/j li of Ti Tcnuc 

^'1 (i) Customs (Import) tariff — Until recently, the 

Tndnn lanH was on i free trade basis Between 18S2 and 
18*11 there were praoticallj no import duties In 1891, how 
e\(i a general 6*^ ad valorem dut} (from which a few things 
hi p (otton ■varn and piece goo<h were exempted) was imposed 
on ill imported poods The object of this dntv was revenue 
and not protection of anj indigenous indnstrj At the end of 
1891 the duty was made applicable to cotton yarn and piece 
gx) Is also In 1890 the dutj on cotton piece goods was 
lowered to 3J% and an equivalent excise dulj was levied 
on mill woven cloth produced in India The excise dutj was 
bittorlj resented in India but it was not taken oft till 192C 

Extenswo changes vn the customs tariffs have been 
introduced since the war and a large number of imports have 
been subjected to duties of varying size At first the duties 
wore imiKised primarily for revenue purposes in order to en 
able till Government to meet the great increase of public 
expenditure during the last twenty years In 19-24 the policy 
of discriminate protection wns accepted, and accordingly some 
of the import duties (and their uuiiibcr is steadily growing) 
have been levied mainlv for the purpose of granting protection 
to certain selected inductries * Latterlv the idea of Imperial 
Preference has been supenmjxised on our tariff arrangements 
On 20 August 19')2 a general trade agreement was signed at 
Ottawa between India and the United Kingdom followed by 
n supplementary agreement reganiing iron and steel on 
22 September 3932 The professed object of these agreements 
was to safeguard India s existing export trade from dangers 
winch might he apprehended, to blimulafe its recovery from 
tho prevalent depre-sion and to open out new lines of develop 
inent to the iifino'^t extent po->sibIe In return for concessions 

n ft 
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granted to certain Indian goods in the United Kingdom, cor- 
responding concessions were granted to British goods in the 
Indian market. The Indian tariff, which had so far been a 
single-decker one, thus became a two-decker one. That is to 
say, whereas previously it did not differentiate between imports 
fi'om different countries (except in a few cases) , it now adopted 
two sets of import duties — one higher, on goods corning from 
countries other than the United Kingdom, and the other 
lower, on goods of British origin. 

In one way or another, (lierefore. the list of imported 
articles subjected to fairly heav}- duties (amounting to 75% 
ad valorem in some cases) has been considerably enlarged in 
recent years. Among the dutiable articles mention may be 
made of the following : cotton iriece-goods, railway materials, 
sugar, matclies, motor-cars, cinema films, watches, siUc 
piece-goods, tobacco, cigars, cigarettes, kerosene, petroleum, 
silver, fermented liquors, wines and spirits. 

(ii) Gtisioim (Export) duties . — Until ISfiO, there was a 
8% duty on practically all exports, but the duties on most 
articles were abolished between 18G0 and 1880. At present 
the only important export duties are those on jute and jute 
manufactures, and on rice. The jute-growing provinces (i.e. 
Bengal, Assam and Bihar) are granted a share of the proceeds 
from the jute export duly. 

The customs revenue has made rapid strides since the 
war. Its yield increased from Ks. II'IB crores in 1913-14 to 
Es. 51*84 crores in 1936-6. There is a marked tendency to 
rely increasingly on customs duties for revenue. 

§4. The income-tax. — The adoption of income-tax in 
India on a permanent basis dates from 1886. Before the war 
the annual yield from the income-tax was only about Es. 8 
crores. Owing to successive increases in tlie I'ates, the yield 
is now about Es. 17 crores (including the levy of .surcharges 
but exclusive of the small sbai’e of the tax which is given to 
the Provinces). 

Since 1916 a scale of progres.sion has been introduced, so 
that the rate of the tax varies in accordance with the size 
of the income, being higher for the bigger incomes and lower 
for the smaller incomes. In addition to the ordinary income- 
tax, a super-tax has to be paid on incomes above Es. 30,000 
a year. Incomes below Es. 2,000 a year are exempted from 
the tax (1936). The rate of the tax, which is 6 pies in the 
rupee on incomes between Es. 2,000 and Es. 4,999, increases 
by gradations to 2 annas 2 pies in the rupee on incomes of 
Es. 1,00,000 or upwards. 
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§ j Salt — ^Tlie salt revenue was mbenled bj the British 
Go\ernment fiom its predecessors along^ ^itb a number of 
transit dues lliesc httcr T^ere abolished m 1&13, and the 
silt duty uas at tlie same time consolidated and raised It was 
vcr\ high in f lie beginning, bein" Es 3 per maund m 1882 and 
Its 2-8 0 per maund in 18^ Since 1903 the rate lias on the 
wliolo been on the downward grade It nov\ stands at Be 1-4 0 
per maund or lU 100 loclusno of the surcharge le\ied in 
1931 Imported ‘■alt (except from Aden) pajs an additional 
protecti\e import duty The salt diitv is a tax on a neces 
snr\ of life and is therefore unpopular Public opinion w 
strongh in favour of abolishing it altogether It is not pos 
h bic to do so at once because that would mean sacrificing a 
KveuuL of over Rs 8 crores exorj \ear However, the aim 
h lU b« steadd) hept in mcw and the tax should be reduced 
(){ jxirtiiiutv ofltrs 

%t> Opium — Gpium was at one time a considerable 
source of revenue vieldmg about Rs 8 crores per year But 
IQ order to a't^i t ( hina m suppressing the opium habit, the 
Government of In ha entered mto an agreement with China 
in 1997 and aga n m 1911 undertaking a progressive reduction 
in the cx{)orts of Indtiu opium to that countn In 102G an 
aiinountcmcnt ms made to the effect that in future all ex 
ports of opium would be abolished except for stnctlj medi 
timl purjxi^es Tins is now an accomplished fact Internal 
cxinsumption of the drug is also stnctlj regulated The 
ojiium revenue li is thus declined to less than one crore of 
rupees 

§7 Provincial revenue and expenditure — ^We have >50 
far discussed the main sources of revenue enjojed bj the 
Central Government ^\e shall now pass on to consider pro- 
vincial heads The tables on pp 5401 will be found ii«eful 
for obtaining a general idea of the pnncipal heads of levenue 
and expenditure and their relative importance in the several 
prov inces 

§8 Principal provincial heads of revenue — (0 Laud 
revenue — Land revenue has alrcadv been (hsciis«cd in Chap 
ter m {§§29 37) Tlie total amount collected in 1933-4 was 
Rs 29 99 crores m the wliole of British India 

(ii> rx£tse — ^Tlie excise revenue m British India is 
derived from the sale and manufacture of intoxicating 
liquors hemp, drugs, opium etc It is levied in the form 
of a dut) on nunufacture and fees for sale licenses The 
major portion of tlie revenue is obtained from countrj 
"H^iuors, the right of wholesale supply for a district is 
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of retail sale 


IS 


granted bj' contract; and the right 

auctioned. , . ,, i i ^ i 

The main object of the excise policy ought to be the 

suppression of the evil of drink. The Government has so far 
relied largelv on the method of raising the price of luiuor, bu- 
not so much as to stimulate illicit production. Other method-, 
are rationing, reduction in the number of sliops, lowering the 
limits of possession, reducing the strength of the drinks sup- 
plied, curtailing the hours of sale, etc. Non-oflicial opinion 
is inclined towards the restriction of quantity, strict regula- 
tion of the number of shops, and in general towards a stricter 
policy of control, if not complete prohibition. Extmme 
mellioda, ho,vever, are likely to defeat theu- otvn obieef ' J 
encouraging smuggling and illicit distillation or to le.ult m 
peoiJrresorting to some other habit that may be even more 
obnLous. The practical statesman will bear m mind all 
these dangers and difficulties and will aim at a 
of daring and circumspection in dealing with the FoWe . 
He must endeavour to emphasize 
policy and avoid the temptation of slinking 
cal reforms because they may mean some 
loss to the Govermnent. The total yield of the excise levenue 

was Hs. 14-99 crores in 1933-4. . 

(iii) Other sources of revenue are judicial an ,• ' r 

stamps (Bs. 12-24 crores in 1933 - 4 ), fees for “ 

documents (Es. 1-13 crores), forests ’cfrEprliiled 

from the sale of timber, grazing fees, etc.) an i - 
taxes’ (Es. 0-4 crores), i.e. certain specified taxes sue - 
the Entertainment Tax, which the provinces can impose a 
theii- discretion under the Eeforms of 1919. „„na;flpr 

We shall now turn to the expenditure si e 
the main items of central and provincial ®^P®° I a-. ,!_since 
§9. Poblio expenditee (Central and 

the beginning of the present ® y]ji„/increase 

the last twenty-five years, there has been o ^ 

in pnblic expenditure in India. S'®' .f ™P'"- * j tom 
amount of central and provincial expendi u 
Bs. 124 crores in 1913-14 to Es. 226 

is the experience of all civilized ceased in recent 

of governmental activitj- has x increased 

years. But as G-. K. Gokhale pointed has 

expenditure in other countries under P P ^ jjations 

helped to bring increased strength ^to the people, 

and increased enlightenment and prosp autocratic 

our continually increasing expenditure > ; 
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mmagement defective constitutional control and inherent 
defects of alien domination, onlj helped to bring about 
c<m«tintlj increasing etploitalion of our resources lias 
rttardt-d uur national progress and burdened us ntth unde 
fined lud mdelmitt financial liabilities Compelled to meet 
the dtnianils of a foiward imperial frontier polic} ind 

iori'^tjiit bon owing for commercial enterprises, often under 
laktn in ton«cqucnce of the pressure of English commercial 
<li nr Indian Oon-rnment has little mono} to spare 

with all ila intrea>e of taxation for purposes of national edii 
« iti. n Gokhalo attributed a large part of the increase m 
public expenditure to the distrust and suspicion creited bj 
the Mutmj which led to the wider employment of costly 
Eritisli striices The most serious growth m public cxjwii 
dituro was tauaed daring the war and post war period Ihe 
iniiitarj expenditure which was already high, namely 
Its 20 81 crorcs in 1913 14 rose by leaps and bounds and 
stood at Rs (17 S8 crorcs tn 1020 1 Since then by sue 
tcsaiie reductions tho figure has been brought down to about 
Us 45 crorts The belief, however, is widely hold that there 
IS still further scope for substantial economics National 
eafi.tv is of course a matter of paramount concern and we 
must bo reasonably well preiiarcd to meet all likely contin 
4,cncics At the same time we must never allow oursciies 
to forget that India is a very poor country and we must bo 
<har> of piling up unproductuc expenditure that is not 
obiiously nece-,sarv 

Tho enormous increase tn the expenditure on civil 
adiiiuiistration has been mother popular grievance against 
tho Government tlic complaint being that tho Indian adini 
lustration is one of tlic costliest in the world The coii'^ti 
Intioinl reforms have always been attended with additional 
heavy additions to adroinictrative expenditure 

In both the military and the civil brauclies of admunstra 
tion there is need for a rigorous pursuit of cconoinv hv 
reduction of estahhshments progressive Indianization, etc 
It IS liowever cquallv nccc«8ary to spend as freely as possible 
on the nation building departments — on education, ogri 
cnltvwe vwdvuttves vmgalion etc an order \d achieve the 
•economic uplift of the people The present scale of expoiidi 
tiirc on these departments is very meagre, as shown by 
Tible 11 on page 511 

§10 Burden of taxation ^Thc percentage of national 
income taken as taxation is low in India as compared with 
•^mo other countrie** like the United Kingdom (about 0% as 
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against over 22% in the United Kingdom). ‘ But considering 
the poverty of the people, the burden of ta.xation cannot be 
considered to be light. Besides, the question cannot be con- 
sidered apart from the direction of public expenditure. If 
the expenditure is really beneficial to the nation, this would 
be properly regarded as a compensation and justification for 
the taxation, but, as we have already .seen, the jio-sition in 
this respect is far from satisfactory. 

Before the war, taxation -was very unevenly distributed 
between the different classes of the community. The poorer 
sections bore the brunt of the burden in connexion with the 
land revenue, salt tax, exci.se duties, stamps, etc. The war- 
and post-war changes in taxation have made the system 
somewhat more equitable by the introduction of a graduated 
income-tax and super-tax, and the levy of special import 
duties on luxury articles, which naturally affect only the richer 
classes. Even .so, a considerable degree of inequality still 
persists, and it needs to be rectified by the removal or reduc- 
tion of taxes wliich press disproportionately on the poorer 
sections, and by rch'ing increasingly on taxes lilcely to be 
borne mostly by the ncher sections. 

§1], Recent Indian finance. — was to be exi^ected, 
the war seriously dislocated trade and industi'y, and therefore 
public finance also. In contrast with the budget surpluses 
which characterized the j)re-war period, there came a succes- 
sion of deficit budgets in both central and provincial finance. 
Various economies were carried out on the linos recommended 
by the Retrenchment Committee of 3922-3, and surplus bud- 
gets became again a feature of Indian finance for some years 
beginning from 3923-4. After 1927-8, however, budget equili- 
brium was disturbed. The world economic depression caused 
a very serious deterioration of many important revenue heads 
like customs and income-tax and adversely affected the earn- 
ings of commercial departments like Railways and Posts and 
Telegraphs. The deficits had to be covered by hea\y addi- 
tional taxation — about Rs. 4.5 crores in the three years 3930-3. 
By this means, however, the Central Budget was able to 
show a small surplus, which has considerably increased during 
the last, three years, 3934-6 to 1936-7, making some relief in 
taxation (e.g. income-tax) possible. The prospects of further 

* Tim burden of taxation (central and provincial, including land revenue) 
per head in British India va? Bb. 5-0-G in 103‘2-3. According to Sir 
BursboUamdas TliaknrdaB, tbo burden of taxation per head wa-s Be. 1-13-9 
in 1871, Bs. 2-G-G in 1901, Bb. 2-14-5 in 1913, and Es. G-1-8 in 1922. 
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relief from taxation in the near future for the benefit of the 
lower middle classes and for assisting the revival of trade and 
nidiislr^ IS held out bj the Government, which should ho 
abii to fulfil lU undertaking in the absence of anj extra 
ordinirj coutiiiotncv now tliat there are some signs of 
eaiiiointc recoverv 

Ud Public debt In Indfa — ^Thc origin of our public 
debt IS to be traced to the wars of the East India Companj 
Ibo debt inherited from the Last India Company hy the 
Government of India was purely unproductive Since 18G7, 
ImwcMr the jiroductivc debt incurred for the construction of 
ruin ijs inir-ainn works, etc , has gone on increasing Bj 
far the greater portion of the pubhc debt of India during the 
pre war period was raised in England The unexpected 
MiKCss which attended the Governments attempts to raiso 
Inns in India dnring the period of the war made the Govern 
lucnt re ili7e the strength of tlie Indian money market and 
now most of tho pubhc borrowing is done m the country 
itself The major portion of our debt however, is externa! 
Ill tho cen«c that it is held b} non Indians It is desirable 
Hut the voliim* of the cxiema! debt should bo reduced ns 
fai i jKis tbit f r It IS ipt to create political difiltuUies and 
to loiiipli ill tho Indian exchange problem It is, however, 
p,ruif\iii,. t! vt the bulk of the public debt is productive in 
Its ihaiMi r lung iintncted chiefly for the construction of 
rvilwavv \ irn,.aijoi) works 

Tho t tal public debt (i c the interest bearing obligations) 
of the (Tovernment of India on 31 March 1035 was 
Its 1 235 7i < 1 arts Bs jl j 30 crorcs being sterling debt in 
England an 1 Hs 722 3ft crores being rupee debt m India 
Its 081 01 crnicN rej resented interest yielding assets, such as 
capital expend ture on railwavs capital advanced to pro 
Vinces for irrigation works etc Rs 5152 crorcs represented 
ca<ih, bullion and securities held on Treasurv account, and 
onlv Rs 203 13 crorcs represented unproductive debt not 
covered bv interest vieldmg as«a?ts 

§13 Financial relations between the Central and Pro- 
vincial Governments —Erom 1833 to 1871 all financial powers 
wiTe Tn ttiQ \rands o\ ftic Government ol India, wlncdi 
controlled the smallest details of provincial expenditure 
Lord Ma\o w vs impressed with the nccessitv of some decen 
trah/afion in order to enlist greater interest and more ani- 
mated cooperation on the part of the provincial governments 
in developing the public mcnaes and managing them with 
nil possible ccoiiomv He initiitcd the system of Provincial 
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Settlements’ in 1S71, undei* which certain heads of expendi- 
ture, local in character, wei’e handed over to the provinces. 
For the management of these, the provinces were given, in 
addition to the departmental receipts, annual fixed lump-sum 
grants, the deficiency being made good by local taxation if 
necessary. The system of decentralization thus initiated was 
successively improved and extended in 3877, 3882, 1904 and 
1912. The position before 1919 was as follows : 

On ilic revenue side the Central Government retained 
for its use all the I'evenues which could not be allocated or 
traced to any province, these being called the Imperial Heads 
of Tlevenue (such as Opium, Ilailways, Customs, Salt, 3’osts 
and Telegraphs). Of the remainder, some were wholly pro- 
vincial, like Forest.'s, Excise (in Bombay and Bengal), Begi.s- 
tration, the departmental I’cceipts from such piovincial 
departments as Education, and Law and Justice. Lastly, 
there was an important class of divided heads of revenue, 
such as Laud Revenue. Income-Tax, Excise. Irrigation and 
Stamps. 

On the cxpcndiluTC side a somewhat similar arrangement 
prevailed, and there was a special arrangement for the 
shaidng of expenditure on famines. 

Since the 'Reforms of 1919, of which the keynote was 
financial autonomy, the divided heads were abolished and the 
new allocation of revenue and expenditure was as follows ; 
(i) Jinpcrial Heads of Jicvcmie : Opium. Salt, Customs. 
Income-Tax, Railwaj’s, Posts and Telegraphs, Military 
receipts, (ii) Provincial Heads of Pevenue : Land Revenue 
(including Irrigation), Stamps (judicial and commercial). 
Registration, Exci.^e, Forests. 

Provincial contributions. — The abolition of divided heads 
of revenue and the provincialization of some heads like Jjand 
Revenue and Stamps resulted in a large central deficit. A 
Committee (Meston Committee) apjraintcd in 3920 to consider 
the question of meeting this deficit proposed a scheme of 
provincial contributions to the central exchequer. Initial 
contributions were fixed accordingly on the basis of what the 
various provinces Avere immediately in a position to pay 
without having to face a deficit or being compelled to resort 
“to new taxation. The initial contributions were to be 
gradually replaced by standard contributions based on the 
capacity to pay of each province. TJie Meston Settlement 
failed to please anybody, and there was an unceasing clamour 
for the abolition of the contributions. The gradual improve- 
ment in the finances of the Central Government enabled it to 
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grant ‘•ubstantnl rtmis^ions m 1925 G and the swccecding 
^eaiR and v.ith eJT«.ct from 1928 9 the system of provmciai 
contributions uas completelv abandoned In spite of this, 
hov,e%cr the mam ‘.ric\ancc of the provinces, especially of 
th( industrnl proMiiccs like Bombay and Bengal, still 
iciniiUtd nmich tint with stationary needs the Central 
Governmtnt had t/ar/ic sources of retenitc, eg income tax 
ind cn-,toms while the proMDces, who^.e needs were rapidly 
e\pinling had heen gi\cn sources of reienue like land 
revenue ind p\(iae from which it was difficult to obtain cor 
re ponihngh higtr intoines In the<e circumstances the 
jin vincc^ Imitated strongly to «'ecure a substantial shaTc m the 
income tax the demand for winch was particularly insistent 
on the part of the comparatively indnstnahml provinces of 
Htivil and Bombav V sinall share in the income tax wa- 
j^rintid to the provinces 

U4 Indian finance under the new Federal Constitu- 
tlon —The iraporlanl question of distribution of revenues 
lietwccii the Central Government and the provinces (or units 
of the coming Pi deration) has been recently considered by 
various committees and commissions sucli as the 8iinou 
Comrnissnn tlnvton Tlcport) rcderal Tinance Sub Com 
mitttc of the Round Table Conference (Peel Sub Committee 
of the Federal Structure Committee) and the Percy Com- 
mittee 

The Cfovemment of India Act of 1033 which nshers in 
tho new federal constitution contains the following provisions 
bi«eil on tho findings of all these bodies 

Tho following duties and taxes are to be levied anil 
collected by the Federal Government 

(i) Duties in respect of succession to property other 
th in agricultural land 

(ii) Stamp duties m respect of bills of exchange, 
cheques, promissorv notes bills of lading, letters of credit, 
policies of insurance proxies and receipts 

(ill) Terminal taxes on goods or passengers carried bv 
railway and air 

(iv) Taxes on railway fares and freights 
The net proceeds of the above duties and taxes are not 
to form part of the revenoes of the Federal Government but 
are to be distributed according to certain principles among 
the province^ and federated States within which the eaid 
duties and taxes have been levied It is open to the Federal 
Legislature, however, to levy n surcharge on these duties and 
taxes and to appropriate the proceeds for Federal purposes 
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Tax.es on Income (.cxclndmg corporation iaxes ).^ — ^Taxes 
on income, other than agi’icnltural income, are also to be 
levied and collected by the Federal Government. A percen- 
tage of the net proceeds prescribed by Orders-in-Council are 
to be assigned to the provinces and the federated States 
vrithin which such tax is leviable in a given year in such 
manner ns may be prescribed by Order.s-in-Council. 

The Federal Legislatui-e may at any time increase such 
taxes by a surcharge for Federal purposes. 

Salt excise and export duties. — Duties on salt, federal 
duties of excise, and export duties arc to be levied 
and collected by the Federal Government. But the Federal 
Legislature may pass an Act providing for the payment to 
the provinces of .sums equivalent to the wliole or part of the 
net proceeds from such diitie.^, out of the federal revenues. 

In the case of any export duty on jute or jute products, 
at least one-half of the net proceeds is to be assigned to the 
provinces in which jute is grown, the distribution being in 
proportion to tlie rc3i)cctive amounts of jute grown in them. 

No Bill or amendment is to be introduced or moved in 
the Federal Legislature (e.xcepf with tlic previous .sajiction of 
the Governor-General) which (i) imjwscs or varies any tux 
or duty the whole or part of the net proceeds whereof are 
assigned to any province: or (ii) varies tlie meaning of the 
expression 'agricultural income’ as defined for the pui-poses 
of the enactments relating to Indian income-tax; or (iii) 
affects tlie principles on wliich moneys are or may be distri- 
butable to provinces or States; or (iv) imposes any such 
federal surcharge as is mentioned above. Before giving his 
sanction in this case, the Governor-General is required to 
satisfy himself that all practicable economies and all 
practicable measures for otherwise increasing the pro- 
ceeds of taxation retainable by the Federation would not 
result in balancing federal receipts and expenditure in 
that 3 ''ear. 

§15. The Niemeyer atvard. — The Secretary of State 
recently appointed Sir Otto Niemeyer, one of the ablest 
officials of the British Treasurj*. to conduct the financial 
inquiry contemplated by the Government of India Act (1935). 
His report, setting forth the terms for the financial settlement 
between the, Central and Provincial Governments with special 
reference to, the division of the income-tax under the new 
Constitution, has been accepted, and 1 April 1937 has been 

* A corporation tax means a tax on tlio, profits of companies. 
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announced, Orders jn Council, ns tlie d-^te for the mugu 
ration of proiincial jutonomj 

Ihc report proposca to pire financial assistance 

lo the proMuees m three uajs, partlj bj cash subientions, 
pirtlv bj cjncolUlion of the net debt incurred prcaious to 
1 Apiil lOJG and partJ) bj distnbntion of a further 121% 
ol tlic jnto la\ lo the jute {^rcfwing proMnees (Bengal, \sajni 
and Bihar) 

Tilt annuil cash subaentions avili be as follows To the 
I mtod l^riniiices lis 25 Jnkhs for fisc >ears onl>, to Assam 
Its 'to lakhs to Orissi Us 40 lakhs, to the Korth West 
Ironlier l*ro\ince Rs JOO lakhs (subject to reconsideration 
liter Int senrs) and to Sind Rs 105 hkhs to be rednccil hv 
after ten 3 e%rs The total appro'^iroate annual teliel 
iinictl at ja as follows Bengal Bs 7a lakhs, Bihar Rs 23 
lakhs the Central Prosinccs Rs 15 lakhs, Assam Rs 45 
lakhs llic North V*cst Tronticr Brovmce Rs 110 hkhs, Onssa 
Rs 50 hkhis Sind Rs 105 lakhs and the United rrovincca 
ils 25 lakhs File extra recurrent cost to the Centre will 
bo Rs ni lakhs Onssa is to get a further non recurrent 
{,rant of Rs 10 hkhs and Sind of Rs 5 lakhs b> sis equal 
«tcps b 0 p.inruiig from the sixth jear from the introduction of 
proMDCial autonom> subject to certain conditions 

'issigninent of income tar to the procmcc^ — Tins was one 
of the major subjeUs of the ’'Iicmejer enquiry The Report 
calculitc«, tin incoiitp tax to \ield Rs 12 croros a year Half 
of thi (» ororc**' is assignable to the provinces but for 
the firM fiM jc irs it will iw retained by the Centre in order 
to cousoluUtt Its fmaucial T»osilion In the course of the next 
file jears tin. iLMiuie will gradinll} bo made available to 
the pros in < so that after ten sears the prosinces will 
receive their full sharp of the income tax So long, however 
as the jwrtion of the distributable sum Tcmaimng ssith the 
Centre together with an^ contribution from the railwavs, 
aggregates to less than Rs 13 ciores the proceeds of the 
income tax will not be distributed among the provinces The 
percentage disision of the distributable portion of the 
income tax betsscon the prosinces is as follows 

^^ad^as, 15% Punjab 8% Assam, 2% 

Bombaj. 20% Bjliar, 10% Orissa, 2% 

Bengal, 20% Central Provinces, 5% Sind, 2% 
North West Prontier Prosince, 1% 

It ssiU thus be noticed that n considerable interval must 
elapse before tbe prosince* will begin to recene even a 
partial benefit, and a still longer interval before tliej rcccwc 
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the full benefit from their share of the income-tax. During 
the first five years after the inauguration of provincial auto- 
nomy there is no hope of the provinces getting anything. It 
is doubtful ^vhether even at the end of ten years the provinces 
will receive their full .share, .since this is dependent, firstly, 
upon the railways paj'ing their waj' and making their- contri- 
bution to the general revenues and. secondly, u2)on the 
military expenditure not increasing. Also, it is as,sumed that 
general economic conditions during the next decade will not 
deteriorate and that there will be a steady recovery in India. 

Sir Otto Niemeyer’s recommendations represent a comirro- 
mise between a number of conflicting aims and viewpoints, 
and it must be admitted that they ai-e characterized Iry a 
spirit of realism and practicalness rather tluin a doctrinaire 
adhesion to any theory' of federal finance. The dissatisfaction 
with the Xiemeyer Report is indeed almost univcr-sal. This, 
however, by no means proves that the scheme is unsound. It 
is hardly possible to change it in favour of one province with- 
out prejudicing another. At the same time the provinces 
must be given ex2)anding sources of revenue to enable them 
to finance schemes of exjiansion in the nation-building 
departments. 

It is unfortunate that the diversion of the yield of the 
income-tax to the provinces is likely to be a slow process. 
The success of Sir Otto’s scheme is largely dependent on the 
satisfactoiy worldng of the railw'ays, and Provincial Govern- 
ments will in their own inlerc.sts have to cooperate with the 
Government of India in restoring the prosperity of the rail- 
ways to make them substantial conlrii)utors to the general 
revenues. This involves the regulation of provincial road 
policy .so that i-oads will a'^sist the railways instead of com- 
peting against them. It also involves a thoroughgoing over- 
haul of railway expenditure on the part of the Central 
Government and a proper coordination of the diflerent forms 
of transport.^ 

SOMMAEY 

Eecent years have rvitnessed conBider.ablo changes in the financial sijstcm 
of India. The pren-inres have acliiovcd greater financial independence, and 
new source.s of revenue (other than Land Bevenue), like Income-Tax and 
Cuploms, have come into prominence. The regime of customs duties may he 
said to liave started from the year 389f. Tlie customs duties were until 
recently for revenue purposes and were Fomctiines balanced by excise duties 
as in the case of the cotton excise (abolished in IMG). 

* Local Finance is discussed in the Appendix, 
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Tk« lod et"** ii5«kpi fcr » gmV locteise lo 

xerenoe Ircm rcx'oBu iuitti S ac« lojl »«ae cf tkwn hare bpea us^wi 
in fartierance cl fbe tf di8c»iai*iat« pretedion and la’icrly, as a 

r*sn’\ c{ %t* OlU»a ARWtac&t of 1<132. oot Uni arstea has a!«o esse 
cnJet t’e in‘’4Ct'^ «f the po .ct ef rxtfertnce and has becoae a 

twoHjecker «:« m coswiaenee 

Tt« oo'v lapcxtas trjvTt dutits a*« these on jnte and jote iaaasfactc*rt, 

Tta iwmx {« was first Imed co a permacect basis »a 1®^€. Ita 
h stetj since that ds^ has l>ecn ehararterizeJ bs increases lo the rale, 
i»lr>Juctica cf pTogre«‘ on and imposiiwn of a SLper tax Its yield m ia 
the re 'tbpcrbood cf 1“ cxores per rear 

The *a t lit pelis abont Es 6 erorta per fear Being a tax ea a 
cecwsarT cf Lfe it is nrpopnlax It shoold thercfcre be redaeed i! xie» 
ailc^cier abo t-fced 

Ojsum M cow quite negl gib’e as a sooroe of rerenne As a rr«c’t cf 
an afTWEient wi b China npona lo that ercntTf aa indeed to c4h« 
rou~trira hare note been stcfped Internal consuaptioa u also stivtlf 
rt^nls «d 

The pnoc pal poecn Ml heaJ$ of tercnne a** Land BeTenue Exeue 
«Urops PegistratioB fees and the S^hedaled Taxes 

The r«ren''9 from <tnte tBt.it dirntni<b sti h (be »3~-e«s of GorrrBBect 
polies la putting doirn iSe enl of dnck For eosaneg geociDe and Uattsg 
(jcerii bowerer the Gorensaieot mast proceed sntb eonrsge and dc'er 
nuai*!™ ICTi'y^ed wiib caatioa 

^meo the brgiciung cf ib« present eentorr there has been a great isereaae 
e[ fill I erpendiiare in India mcrb of srbicb ts ebaractented If the cntuv 
of Gorenir'cri as vat efol and bo* m the interesta of the natioa. Cntinm 
IS dreelftl pan colarlT against the exre<*ise growth of rtlifarp expend fare 
daring and ais"* the The imbtary budget baa receatle been nib- 

itael allr redaeed But farther redaniont are draanded on the ground 
that Iho harden still presses meeb too beanij on the pererty s’nckea people 
Cf led a 

On tt-c nril stJt the coisplslEt is that sdaiinistrati'« is reedlessir ex 
ren«iTe and i u ingges ed that it is posa bV and desirable to cbesfen it 
e.g be sub«litBtf"g Indian f->r Eoropean ageney It is e«scntial to spend 
Bcre tnoner os the cstics-builJing departments like edoealion agncul nre 
anl inJw*lnes 

The harden c/ tara'ion in India is bigb considenng tbe porertr of the 
people and tbo unprodu'^ire nature of a great deal of the public expend ta e 
Taxat on is also Baereuls distnbiited and its wtidenee is ondalr heary 
ca tbe poorer secjiens cf the fopulalson *inee the war the mytsbess fcis 
been reclifiel to same extent be impos ng addibocal taxabni which fsCs 
lirgelr oa tfie neber sections 

Ptcml Indian fxrar^e has been charactenxed be heavr and recurre-t 
deceits ne«s»it*tin| tnntb additicsat taxaticm V.e seem, bowerer. to V 
gradoallv ea'mng upon an era rf balanced budge's budget -aurplaaes anJ 
bgbtcT taxes. 

Out pttllic dill was in. the brgc&ing f« eaprodurtiTe putpwes like sear 
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Since 18G7, however, the proportion of the productive debt has rapidly 
increased. Also infernal borrowing is being favoured more and more in 
preference to loans raised abroad. 

Financial rclalions. — Before 1871 all financial power was centralized in 
the hands of the Central Government. Since then there has been a gradual 
process of devolution iii favour of the provinces. The latest step in this 
development is that contemplated in the Goccminctil of India Act of 1030. 
The arrangement as decided upon in the Act is composite. Tliere arc certain 
taxes which only the Federal Goeemment can lc\'y, others which only tho 
units can leyj’. In some cases the jurisdiction is concurrent. Certain taxes 
are controlled by one authority though the yield may bo shared by both. 
In somo cases the yield of a given tax may be allocated exclusively to one 
authority subject to a surcharge leviable for its own benefit by tho other 
authority. In short there is ab.sencc of any single uniform principle, the 
main object kept in view being adequacy of revenues for both tho Federal 
Government and the units. 

Tho Government of India Act (1035) left certain important dctaila for 
subsequent investigation and decision. .Accordingly the Secretary of State 
appointed a special expert. Sir Otto Xiemeyer, to settle tho terms of tho 
financial settlement between the Central and Provincial Governments. His 
Beport has been accepted. Its main recommendations arc as follows: 

(i) Provincial autonomy to bo introduced on 1 April 1937. 

(ii) Cash subventions to be given to certain province.s, c.g. Orissa, North- 
West Frontier Pro\nnce and Sind, so that all the provinces should have 
adequate resources at the inauguration of tho new constitution. 

(iii) Belief to bo granted to certain provinces in tho form of tho can- 
cellation of the net debt incurred prior to 1 April 1930. 

(iv) Distribution of a further 121% of the jute tax to tho jute-growing 
provinces. 

(r) Assignment to tho provinces of half of the income-tax (subject to 
certain conditions) beginning from five years after the inauguration of 
provincial autonomy. The process of transfer is expected to bo complete 
at tho end of another five years. 

Tho Nicmcycr Award may fairly claim to represent ns equitable an 
arrangement as could bo devised in tho circumstances. It is necessary, 
however, to expedite the process of assignment of income-tax to tho provinces 
by enabling the railways to pay their way and make a substantial contri- 
bution to the central revenues. 
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THi: NVT10N\L INCOME ENEMPLOUIEKT 

Tjlh KaTIONXI, iNCOMt, 

§1 Estimates of the national Income — Estimates ha^e 
been made from time to time of the mtional income of India 
Me might set out the chief among them showing the income 
ptr tie-vd m a tabular form as follows 


Estiisaies by 

IlelatiDg to year 

1 Income per head 

IDaJalihai Ibaoroji 

1 lg*0 

Ks 

30 

a r 

0 0 

XiOrd Corzon 

1000 i 

30 

0 0 

ad a and Joshi 

lOIM 

li 

6 0 

bhab lod hhatnbata 

ItWl 2 

I 07 

0 0 

r lid ay Sbirrai 

1«2 

j lie 

0 0 

^lltmarara 

1022 3 

1 82 

0 0 


The diflerences vn the estimates arc due to a number of 
cau«ca Pirst of all thej relate to dilTcrent periods, so that 
the dilTcrcnco in prices must be taken into account Thus 
between lOlO 14 and 1<)21 2 prices had risen by about 80%, 
So that Rs 44 5 G m 1913 14 would be eijunalcnt to about 
Its 80 in 1921 2 Secondly the area coiercd bj the esti 
mates IS not alwass jirccisely the same Thirdly, the methods 
of calculation are not uniform Practice has saried witJi 
regard to items to be included and deductions to be made 
Wo must further nllou for the bias — pro Goiernnient or anti* 
Government — of the mqmier Besides the estimates on a 
national scale quoted abose, there have boon a number of 
intensive inquiries into the economic condition of certain 
selected regions eg those earned out b\ Er Rfaim in 
Borabaj and b% Er Shtcr in Madras and the imesligitions 

• In th« present sltimp as Sir M %isTeirara)a suggesta, it would lie 
correct to take the average income at sbwit tsio-thirds of the normal, or 
H* 55 per head — I’/anned Seottonig for /nJe p 27 
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in tlie Punjab conducted under the auspices of the Board of 
Economic Inquiry. 

§2. The poverty of India. — Even the most optimistic of 
these inquu-ies — ^whether national or regional — only serve to 
emphasize the fact that the inhabitants of this country are 
beset with a poverty for which there is no parallel in modern 
times in the countries of western Europe. Comparison of 
India with some of the advanced nations of the modern world 
conveys the same dismal lesson. The per capita income in 
Japan is about Es. 271; in Gei-many, Rs. 634; in France, 
Es. 636; in the United Kingdom, Es. 1,092; in Canada, 
Es. 1,268; in the U.S.A., Es. 2,053.^ However, while 
everybody must admit that there is appalling poverty in India, 
there is a silver lining to the cloud and there are on the 
whole good grounds for supposing that real if very slow ame- 
lioration in the condition of the people has been in progress 
in recent times and should be maintained wdien the country 
recovers from the serious set-back due to the present world 
depression. The villager consumes more salt, more sugar, 
and more tobacco, and impoi’ts more luxiu’ies and conveni-' 
ences than he did a generation ago. He eats more food and 
has a better house to live in than his father. To a con- 
siderable extent brass and other metal vessels have taken 
the place of coarse earthenware. The per capita consumption 
of food and of cloth is increasing. The impression of 
gradual economic betterment which one obtains from facts 
like these and from the various estimates of the national 
dividend is strengthened by such admitted tendencies as the 
growing independence of spirit displayed b)’^ agricultural and 
industrial labour. However, although it is true that some 
advance has taken place, it is insignificant as compared with 
the progress achieved by some of the foremost western nations 
and reflected in decline of pauperism, decrease of death-rate, 
shortening of hours of labour, spread of education, increase 
in means of recreation, improvement in housing anJ 
sanitation, etc. 

§3. Causes of Indian poverty. — The poverty of India is 
a highly complex phenomenon and the factors accounting for 
it are many and varied. A more vigorous development of 
the economic resources of the country and a more rapid 
spread of education and general enlightenment are plainly 
needed. The problem of Indian poverty is, as we have seen, 
implicit in the treatment of almost every topic of Indian' 


' Visvesvaraya, op. cit., p. 27. 
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economics and it i^> impossible to deal with it without op».n 
in" up the whole field of economic and not a little of the 
political arpuincnl concerning present day India 

§4 Defects of distribution and consumption —Vot onh 
IS the aggregate of national wealth dcplorablj small in rela 
tion to the size of the popnlation in India but it is also 
ver\ uneveuU distributed According to Sh-ih and Ivham 
bata about a third of the wealth ot the country is enjoyed 
bv about 0 % of the population about 35% is absorbed bj 
about one third of the population while the remaining 30% 
or less 13 di«itributed among more than 60% of the popula 
tion It IS a well known economic maxim that uneven dis 
tnbution makes for dimmotion of welfare and aggravation of 
|K)\ert} This evil howeicr is not so glaring in India as 
in the capitalistic countries of the west snd as between m 
adequate production and inequitable distribution, the former 
IS hj far the more serioua drawback of Indian economy 
Besides the «iz 0 of income and the manner of its distnbution, 
another important element in national welfare is the proper 
ordering of exiwnditure or consumption All classes of people 
ID India as elsculicrc can be pro%ed to be more or less 
guilh of ill regulated expenditure due to the tyranny of 
custom and religious prejudice (e g expenses on mamages, 
funerals and the like) and the inSucncc of ignorance An 
outstanding txaiii{le of defecti\c consumption is furnished 
b> the ill bilince I lict ines idopted by manv of the people in 
India The pre\sleat dietaries m most of the provinces in 
India hive been lir^eh controlled bv local circumstances and 
determined bv the kind of food raised on the spot with the 
result that the st iple food of large eections of people is lack 
ing m important nutrient substances For example rice the 
staple food of pcojde in Madras and Bengal, is fundamentally 
a poor diet deficient in important organic salts and vitamins 
The wheat and moat eating Sikhs Pathans and Gurkhas 
have a much better phvsique than the nce-eating Bengalis 
and Madrasis The addition of wheat milk butter and meat 
imjtroves the nee e iters diet as in the case of the Marathi 
The jiroblem of milnutntion is distinct from the jiroblem 
of poverty An cxcessivcK low income is of course a funds 
mental dilTicuUv But another difficulty is the failure to 
make the best possible use of a given income 'A dietary 
conducing to malnutrition may cost more than a well balanced 
dietary which promotes health ‘ 


AgneuUural Commuston Iteporl pp 49f 5 
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The present facilities of transport should help in remedy- 
ing the deficiencies of diet in any particular pro^dnce by the 
import of the needed food-stuifs from other provinces. 
But extensive propaganda based on authoritative investiga- 
tions is necessary in order to make people desirous of chang- 
ing unsatisfactory food habits. The subject of nutrition in 
relation to public health should find its rightful place in the 
cmTiculum of medical and other studies. Advisory commit- 
tees on nutrition manned by competent people are also likely 
to be helpful in disseminating reliable information on dietetic 
matters. The subject of consumption and expenditure in 
general is deserving of all the attention which the educationist 
and the moralist can devote to it. 

Unemployment 

§0, Different kinds of unemployment. — The discussion 
of the poverty problem leads by a process of easy transition 
to that of unemployment, since the great poverty of the 
people is after all the fundamental cause of all unemplojTOent. 

We shall now proceed to consider the various forms which 
unemployment takes in India. 

(i) The vast majority of the population of India is 
engaged in agriculture and we have already seen^ that in 
agriculture, as at present organized in India, there is seasonal 
unemployment of greater or less duration in the year in most 
parts of the country, and the question of finding suitable 
supplementary industries for keeping the cultivator occupied 
during this period of enforced leisure has been discussed. 

(ii) There is another species of unemployment to which 
India is subject from time to time. The partial or total 
failure of the monsoon may be regarded as a sort of lock-out 
declared by nature, and it may result in throwing thousands 
of people out of their normal employment on the land. This 
creates the problem of famine relief. 

(iii) Industrial unemployment of the type now familiar 
in the west, of course also occurs in India for the same 
reasons as elsewhere. But since only a small proportion of 
the people is engaged in modern industries, this kind of 
unemployment does not loom so large in this countrj'. 
Qualitatively the problem is much the same here as in' the 
western countries. But quantitatively it is far less formid- 
able. It will assume larger proportions and attract more 


* See ch. iii, §15. 
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nttejition uith the ^ronih of indastrnhzition So far as we 
iiftve an> n^cxlern jndv^slneN at nil, thc> Insc been canght 
up in tin. jirc'^nt world depression, and consequentU the 
\olui«e of emploMnent oITtred b> them is considenbh 
fainaller at present than normalij HowD\er, industrial mu 
oinplojinent in India diffen from the parallel phenomenon 
in the west not onh in scale but also in tht nature of the 
problem it mates for the State When for an> reason work 
cannot be obt lined in the cities most of the hbourera return 
to their Hilaries and remain there until industrial conditions 
improve and there is again a demand for their hbour 'lo a 
largo extent tlie jicople concerned themselves solve tlieir 
prohloin vnd no call is made on the Government for 
n-?sistance 

(ivl Ihe rise and progress of modern industry m India 
and pirticuhrlj the competition of machine made goods 
from abroad have been often attended with lost of oecupalion 
to coUagf teorkers and in an earlier chapter wc have mdi 
tated pome rnttlunK of dealing with the situation whicli lias 
thus aruen * 

(v) Latterlj tlio question of midiUe class uncmplogment 
has (iiic into pioimnoiKc ind is exciting much alann and 
anxictv 

In t!u>v tliiptcr we projiose to concentrate attention on 
(i) niral uiicmptoMneiit due to fulure of rains, ic famines, 
and (ii) middh ilass uiHiiiplovinont 

5G History of famine relief — ^Tndia has alwaje been 
subject to famines and there is no evidence for supposing 
that tliev are nioie frequent now than thej were before In 
fact, owing to uiideveloiied (omiminications aiul the conse 
quent imiiossibihtj of bringing relief to the distressed areas, 
famines were fir more calamitous m the pre British period 
than at present Historical evidence on fhrs point is ample 
and convincing 'Ihi present view an to the responsibihtv 
of the State in the matter of famine prevention and famine 
relief is itself a recent growth, dating roughly from ISCa, 
the ycir of the Oriv-^a famine The loss of life during tbi« 
famine was needlessly great l*ecausc of dilatory Government 
action in launching relief measures As a result of an 
inquiry presided over by Sir John Campbell, the Government 
declared that its definite policy was to save life at any cost 
This, however, led ui subsequent jeirs to indiscriminate 
charity and excessive expenditure In 1878 was introduced 


• See ch IT 110 
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the scheme of the Famine Insurance Grant, h}- which a sum 
of Es. crores was provided in the annual budget of the 
Government of India to be spent on dmect relief if there was 
a famine, and on the construction of public works of a 
protective nature,^ if the year was normal. The recommen- 
dations of the Eamine Commission of 1880, presided over by 
Sir Eichard Strachey, supplied the foundation on which the 
present system of famine relief is based. Communications 
were extended bj' -renewed activity in building railways 
under the new guarantee system." The principles of famine 
relief (based on the recommendations of the Famine Com- 
mission, 1880) were clearly defined as (i) provision of work 
to the able-bodied at a wage sufficient to secure health but 
not ordinary comforts; (ii) gratuitous rehef to the infirm in 
then' own villages or in poor-houses; (iii) assistance to the 
land-owning classes in the form of takkavi loans; and (iv) 
suspension and remission of land revenue. 

Famine codes embodying these principles were prepared 
for every province, and were suitably amended in the light 
of later experience. The amendments, influenced by the 
recommendations of the Farnine. Commission of 1901 (pre- 
sided over by Sir Antony Macdonnell), were of fundamental 
importance. The Commission emphasized the need for 
'moral sti-'ategy’ or ‘putting heart into the people’, i.e. assist- 
ing the people by loans and other means as soon as danger 
is scented, by prompt and liberal grants of takkavi, early 
suspension of land revenue, and a policy of 'prudent boldness’ 
with. large and elastic plans of relief, constant w'atchfulness 
for signs of approaching calamity, and full enUstment of 
non-official help. The- Commission further drew attention to 
the necessity of devising measures for tackling fodder famines 
and saving cattle, starting cooperative credit societies and 
extending State irrigation works of a protective character.^ 
The amended Famine Codes embodying these principles have 
been found to work satisfactorily, so that famines may now 
be said to have been brought more effectively under adminis- 
trative control than ever before in the history of India. One- 
main cause' why this has been possible is the great progress 
that has been made since Lord Lalhousie’s time in the 
development of communications and transport. We have 
now- no such thing as food famines, i.e. it is rarely that food 
is not available somewhere in the country. The problem 

' See ch. iii, |8 (ii). " See ch. v, §2 (iii). 

• . ■ ’ See ch. iii, §10. 
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IS to transport it fjnickU to the afTocted areas and this 
IS now possible ovriri" to the development of transport But 
becau«e of relative scarcit) and the expenses of transport the 
prices of food stufTs are higher than in normal vcars ttlule 
the ficople m the famine stricken areas, liaving teniporanlj 
lo*!! tlieir empfo3ment on the land, Ime no monej ■vmUi which 
to buj the food Modem famines, in otlier words, are not 
/ood /amine* Lut money fammes Famine relief therefore 
now consists mainlj in providing work and pajing wages for 
it in order to enable tho e who seek relief to buj sufficient 
food 

Under the financial decentralization winch followed the 
Kcforins of 1919 each province was required to provide 
anmialh for Us own famine insurance out of its revenues, and 
to paj the amount into the Fammc Insurance Fund As need 
arooe, it was open to each of the provinces to spend the 
amount to its credit in the Famine Insurance Fund for (i) 
Tv-heC of famine, (u> construction of protective works, or 
(ill) grant of loans to cultivators 

The constitution of tho Insurance Fund was radically 
changed in the jear 1928-9 Under the new regulations the 
fund Jias ceased to bo an insurance fund It is now called 
the lauuno Belief Fund and its primary object is to provide 
for expenditure on famine relief proper, the word ‘famine’ 
being iield to cover famine due to drought or other natural 
calamities (e g an earthquake) Accordingly, the annual 
assignment from revenues os well as tho balances m the 
Fund, till thej exceed a certain prescribed amount, are 
not expended save upon the relief of famine Tho balances 
•at the credit of the old Insurance Fund have been transferred 
to the now fund In Burma and Assam, where no Famine 
Belief Fund has been treated the balances were transferred 
to the general balances of the provinces The total additions 
to the Fund during the year 1934 5 Tverc Bs 28 91 lakhs, 
inclusive of interest on the balance The total withdrawals 
(inclusive of Bs 21 95 lakhs of expenditure on the clearance 
of sand in the areas affected by earthquake in Bihar and 
Orissa) during the same vear were Bs 40 42 lakhs The 
closing balauce in the Fund on 31 March 1935 stood at Bs 
2 85 71 lakhs 

§7 Famine relief or^nliatlon — We may here give a 
brief description of the relief organization built up by the 
Government in the course of the last seventy five years* 


’ Sm Imperial Oaultetr of Ind a toI III pp <77-81 
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(i) Standing preparations are made on a large scale. 
Taluable information is gathered about climatic conditions, 
crops and prices, births and deaths, etc.; programmes of 
suitable relief works are kept ready and brought up to date; 
the country is mapped out into relief chcles, and reserves of 
tools and other equipment are kept ready. 

.(ii) When rains fail, a careful look-out is kept for danger 
signals indicating the approach of distress, such as rise of 
prices, restlessness of people, and theh aimless wandering, 
and increase in crime, especially of petty thefts. 

(iii) The Government then declares its general policy as 
based on moral strategy. Meetings are called for explaining 
this policy to the people, non-officials are invited to help the 
Government; suspension of revenue is announced and loans 
for digging wells, etc., are made. Village inspection begins, 
and preliminary lists of helpless persons are prepared. 

(iv) Then follows the first stage of actual relief. Test 
xoorks are opened and, if considerable labour is attracted to 
them, they are converted into relief works. 

(v) The next stage commences from December. Central 
relief camps are organized and gratuitous relief is given to 
the infirm in the villages. Poor-houses are opened in towns, 
and village kitchens are run for the benefit of children. The 
distress reaches its climax in May, when there is fear of an 
outbreak of cholera. 

(vi) The last stage begins with the advent of the rains. 
The large relief works are closed down and people are moved 
in batches to smaller relief works near then villages. Local 
gratuitous relief is extended, and liberal advances are made to 
cultivators for the purchase of cattle, ploughs and seed. 
When the principal autumn crop is ripe, the few remaining 
works are gradually closed down and gratuitous relief ceases. 
The famine is ordinarily at an end by the middle of October. 
All this time the medical staff is fopt ready to deal with 
cholera and malaria — diseases which generally appear when 
the rains break out. 

§8. Middle-class unemployment. — Middle-class unem- 
ployment has’ in recent years assumed alarming dimensions 
and attracted widespread public attention. Investigations 
through specially appointed committees were carried out be- 
tween 1924 and 1928 in several provinces, like Bengal, 
Madras, Bombay and the Punjab, and in some'of the Indian 
States like Travancore. The most recent committee appoint- 
ed by the U. P- Government under the chahmanship of 
Sir Tej Bahadur Sapru signed its' unanimous repoil in 
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December 10 V) The reports of all these committee? show tliat 
iimhlle-clas-, iincnijiloyniont is an all-Imha problem. The e\U 
IS ii ter) serious one, uhether one considers the «ufTerinps of 
the unemployed >oiin" men tliemsehes or the sociahand eco- 
nomic effects of 'the existence and steady increase of a 
sort of intellectual proletariat not without reasonable 
grievances. ... So long ns the fn’cat mass of the nation's 
intelligent manhood is driven, in cter-incrcasing numhera» 
along the same, often imfniitful course of study, whicli 
creates expectations that cannot be fulfilled and actually un- 
fits those who pursue it from undertaking many useful 
opemtions necessary for the welfare of the coiintiy, any 
(TO\ernment howeier it maj be constituted, whether it he 
bureaucratic or popular, must find its work hampered by an 
unceasing stream of criticism and n natural demand for relief 
w’bich cannot possibly be met.’ Again the gospel of reso- 
lutionary socialism or communism finds willing adherents in 
joung men who nurse a strong sense of personal injury 
against a scheme of things in which apparently they lia\c no 
place 

§0. Causes and reniedles.->-India. like the rest of the 
world, has been severely hit b> the unprecedented seventy of 
the present economic depression. Employment offered by 
the Government or by private agencies has consequently 
shrunk very greatly, while the supply of men seeking it has 
grown rapidly. Another cause of unemployment among the 
educated classes is inherent in our present system of educa- 
tion, which qualifies people almost exclusively for clerical 
occupations, and those who undeigo education generally do so 
with ft view* to Government «ervncc or to admission to a few 
veiy much over-stocked professions such as law and medicine. 
The education that is imparted also fails to emphasize the 
idea of the dignity of labour. One result of this is that bojit 
belonging to the agricultural and the artisan classes, instead 
of becoming more efficient in their ancestral occupations 
because of their education, come to look down upon it and 
prefer starving as fjfth-rate clerks to earning a decent liveli- 
hood in their famil) occupations. This merely accentuates 
the prevafling unemp'loyment among the educated classes. It 
must, however, he added that, while parents fail to display 
the necessary vision and foresight in choosing occupations for 
their boys, this is to some extent due to the absence of 
facilities for practical training — agricultural, technical, indus- 
trial or commercial. 

The most important cause of middle-class unemployment 
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is the verj' poor industrial development of the counti-j’^ and 
consequently the small number of careers open- to our young 
men. The under-development of the economic resources of 
the countrj’- is at the basis of the poverty of the masses and, 
in the last analysis, dominates all species of- unemployment. 
Everything that leads to the economic betterment of the 
country will therefore obviously be a remedy for unemploy- 
ment. The rise in the general level of prosperity will for 
example increase the demand for the services of clerks, 
teachers, lawyers, doctors, salesmen, managers, insurance 
agents, etc. Any further extension of Government activity 
for the sake of bringing about an all-round betterment of the 
country will also mean more employment for the educated 
classes in the various departments of administration. 

§10. The Sapru (Unemployment) Committee. — We may 
here refer to some of the more important recommendations 
of the Sapru Committee and classify them as follows ; (i) 
those which aim at increasing the demand for educated men; 
(ii) those which aim at avoiding excess of supply; and (iii) 
those which aim at a proper adjustment of supply to demand 
(actual or potential). 

(i) Municipalities and District Boards should be com- 
pelled to employ qualified engineers and supervisors for the 
purpose of maintaining roads and buildings in an efficient 
condition. 

The Government might with benefit provide more 
emplojmaent for qualified medical men by extending the scope 
of public medical relief, by attaching more private practi- 
tioners to pubhc hospitals, by starting investigations conduct- 
ed through qualified medical men into the efficacy of 
indigenous drugs, etc. 

Municipalities and District Local Boards should be 
compelled to employ properly qualified medical officers for 
carrying out their duties in connexion with public health and 
sanitation. 

The over-crowding of the legal profession may be 
remedied to some extent by the introduction of greater 
specialization of functions, e.g. some should specialize in 
drafting documents, others in arming cases, etc. 

The Government should consider the question of restoring, 
as finances permit, useful posts which hav’^e recentty been 
retrenched on grounds of economy. 

The rules regarding retirement of public servants at the 
age of 55 should be strictly enforced so as to give a chance 
of employment to hew young recruits. 
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Large scale and small scale industries should be stimu- 
lated to that the\ might abwb an increasing number of 
our ^oung men 

Vigorous steps should be taken to introduce compulsory 
primary education nithout which no substantial economic pro- 
gress IS possible Ihis would also mean an increased demand 
for teaLhers, and would so far remedy the existing unemploj- 
ment 

(n) The High School examination should have two kinds 
of certificates — one ccrtifpng completion of the course of 
secondary education and qualifying for the subordinate 
branches of Go\crnmcnt ‘service and also for admission to 
industrial, commercial and agricultural schools, and the other 
qualifying for admission to Arts and Science colleges In 
this manner many students who are really unfit for a uni 
versitj career in \rts and Science will bo diverted at the 
close of their sccondarj education, and this will reduce the 
number of uncmplo)ahlo graduates 

(ui) The facilities for practical training in the various 
technical educational institutions should be extended, and 
education in general should receive a more pronouncedly 
practical and, in the ca«o of primary schools, a definitely 
rural, bias 

^fedicMl practitioners should he encounged if necessary 
with the help of generous sulisidiea to settle down in rural 
areas instead of congregating in the few big towns 

Steps should be taken to develop new professions hko 
pharmaej dentistry accountancy architecture hbrananship, 
insurance vsork, and journalism and suitable training should 
be provided for qualifying for these careers 

An attempt should be made to induce agricultiirar 
graduates and diploma holders to make scientific farming n 
means of livelihood The development of dairy farming would’ 
afford another possible avenue of employment for them 

Steps should be taken to bring qualified educated men 
into touch with commercial houses for employment EcgionaT 
vocational guidance authorities should be created for this 
purpose 

The Government should spread broadcast anformation 
regarding possible careers and bring into existence suitable 
machinery for giving sound advice to yarents regarding the 
aptitudes of thoir boya and the choice of a suitable career for 
them 

Secondary schools should provide much more diversified 
courses of study than at present, and in the umversitiea 
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greater stress should be laid on scientific and vocational 
education. 

Appointment Boards should be created for university 
graduates as also for (he products of the secondary schools. 

SUMMARY 
Natioxai. IscoMi; 

Tlio extreme 7 >orcrty of Lxfi’a in liroiiglif. out cicnrty by llio x’nrioiis 
citimntes of tbo rinlional iticoinr inD<le from lime to time and by a number 
of more limited regional inquirica carried out in tbo different provinces. 
However, considering tbo jwilioii over Ibe period since nbont 3870, there 
has undoubtedly been rome progrers, tbough it lias been very slow, and 
quite itiBignificaiit when compared with the ncbiovenicnts of tbo adv.anced 
nations of tbo west. A dicciisaion of tbo causes of Indian jtoverty must 
inevitably open up Ibe whole field of Indian economics. 

Besides low production, India also PufFera from uneven distribution of 
wealth. Tbo more pressing question of the moment, however, is bow to 
inctearo the total production of wealth. 

The effects of poverty are further aggravated by many defcclit of con- 
sumption duo to tbo tyranny of custom and religious prejudices and t<r 
ignorance. 

Consumption is found to err at present among olbcr things ns regards 
the selection of a proper Iiealtli-giving diet. Many of tbo prevalent diets 
in India nro seriously defective, and the question of changing tbo food 
habits of the peojilo ought to engage the earnest attention of tbo Govern- 
ment and of tbo educational agencies in fho country. 

U;.T.Mri.OVMI!KT 

Tbo problem of iuduslrtal uncmjdoumcnt of the modern type is growing 
in extent and seriousness. But it is not yet of tlie sarno order of importance 
as in the west. 

Agriculture is the primary industry in India and its fortunes nro 
dependent on the capricious monsoon. If tbo rains fail, this spells un- 
employment for large tuimbcrs of people who thus come face to face with- 
the spectre of famine. (There is of course seasonal nucmpht/meiU for a 
part of the year even if the rainfall is normal.) The elaboration of ctTcclive- 
raacliincry for coping with famines belongs to the last tbrce-qunrlcrs of n 
century and is largely made possible by the modern development of transport 
and communications. Each locality need no longer depend on the food- 
slnffs raised by itself. It can now draw upon the supjilics available in 
other localities in the event of failure of local supplies, Eamino has thus- 
come to mean not absolute failure to obtain food at any cost, but com- 
parativo scarcity and high prices. Enough food is almost always available. 
Tbo problem is to put people in (be distressed areas in possession of sufficient- 
purchasing power to obtain it. 

Famine relief mainly consists in providing work and wages to those- 
rendered temporarily helpless by the failure of tbo rains. Each province- 
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• Urniae n)r’« of tit irbitrh l*rg iovn to Jetut the pUa et 

•^tiou to b? folIo'TOil for wping »ith • or octiial fimino Prery 

jiroTiom «a< aUo 'rrquirrd to pronile in tU anDutl budget ft certain fixed 
xum (drpcDdiQg upon it* Labtiity to faminoa etc ) nbich wft» in the firat 
iniianre paid 111(0 ft Famine iRmrance FutiJ upon «hich it vraa then rolitled 
to draw >9 occftsioii ftwe for prercnting or relicMng famines Since I^iS- 9 . 
1)0 old ] fttmno Irsurance Fund has been replaced by the Famine /Jefie/ 
Fund 1(9 mam object 11 to provide for expenditure on famine relief proper 
The pr»nfi;>fr» of Gortrnment famtnr poUcy are (i) as far as possible to 
make peo]le help Uiem^elvi'S eneouraged by Coserament assistance m the 
form of loans suspennon of land rcvetiue, etc , (11) to limit relief to the 
tiimimum i ecc*sary for tecurtng health, (in) to make relief conditional on 
nork in the ease of the able-bodied and to utilize at fully at possible the 
simcei of non of&ciaU (it) eonstftnt preparedness, eternal xigilanec anl 
prompt and definite action aa toon as danger la scented The actual details 
of the programme of famine relief are moat elaborate and repreaent the 
fru t of long experience and nioeh thought 

The problem of midJIe-claas unemployment baa excited niiicli attention 
ftnd anxietr m recent yeura Vanona committees appointed during the last 
few rears br the dilTiri.nt ptorincial Ooremmrnts hare deliberated and 
trade recommendations for dealing tritb the en) 

The cau««s of middle-class unemployment are a defectise system nf 
education irlnch is too academic and too much out of touch with real 
facta and needs, and the under-development of Ibe industrial life of the 
country, which cons<N|a«QtIy hmils the openings available to the educated 
classes The latest of the proviocial rommiUeea on this question la ilie 
Sapn Committee Tlicv have ma<le an exhaustive study of the problem, 
bringing under close scrutiny every field of activity open to the edoeateil 
classes Their recommecdstions cover a wide range and include many tug* 
geatinoa— some of which are intended (0 be mere palliatives, white others 
are radical and contemplate far reaching changes Tliey ennsage a great 
extension of Oovernincnt activity and % Ihoroagli overhauling of the rdu 
cationsl system of the country Tliese rccoinincndationt can all be placed 
voder one nr other of iJio fo\)omog three cstegorms (t) those aiming at an 
mcrcase of demand for educated men (11) those aiming at avoiding an exerts 
of aupply and <iii) thoac aiming at ft more effective • Ijustuicnt of supply to 
demand (actual or prospective) 
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DISTEICT, VILLAGE AND AIUNICIPAL (UEBAN 
AND EUEAL) ADMINISTEATION AND FINANCE 

District Administration 

§1. The District as the unit of administration. — ^The 
average British Indian province, being too large to be con- 
veniently administered as a unit, is divided into several 
Districts. In all provinces except Madras, the Districts are 
combined into four to six groups, called Divisions. The 
administrative head of a Division is the Commissioner, who 
in revenue matters is subject to the control of a provincial 
Board of Eevenue or a Financial Commissioner (in all pro- 
vinces except Bombay). At the pro^dncial headquarters are 
the Secretai'iats where the Governor, as head of the provincial 
administration, fhe Executive Councillors and the Ministers 
have their offices. They are assisted by a Chief Secretary 
and by Departmental Secretaries. Bach Department (Edu- 
cation, Police, Forests, Excise, etc.) has its administrative 
head ffiuch as the Director of Public Instruction, Inspector- 
General of Police, etc.). The Commissioner of a Division 
ranks as an administrative head in the Eevenue Department 
and receives his orders direct from the Provincial Government, 
whose general authority thus descends through the Commis- 
sioner in a direct chain to the District Officer. 

§2. The Collector-Magistrate. — The District is the most 
vital unit of administration, and a large part of Government 
business, including normally all communication with the 
general public, is done by District officers. The principal 
District officer has a dual capacity; as Collector (known in 
the old Non-Eegulation provinces, like the Punjab, as the 
Deputy Commissioner) , he is the head of the revenue organiza- 
tion; and as Magistrate he exercises general supervision over 
the inferior criminal courts, and in particular directs the 
police work. In areas where there is no permanent revenue 
settlement he is in continuous touch, through his 
revenue subordinates,^ with every inch of his territory, and 


' This Appendix is intended to meet the requirements of the Intermediate 
Economics syllabus of the University of the Punjab. 
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recomiiiciids adjuitment of the Go\trnment land re%enue if 
nect^-sarv ’ 

llie priiiian function of Ditlnct admmistrntion is to 
colktt ttie rtitnut nnd to keep the pence Ihit, because it is 
60 close knit 60 neli estibhshed and so tlioroughh understood 
b\ the |)eop!e it simultineoiish dischnrpes nitm\ otiicr diitas 
It deals with the registntion alteration, and partition of 
lio!dm„3 the settlement of disputes the management of in* 
dtbted est ites loins to ngriciilturi«ts md, abote all, famine 
r«l!cf riie revenue officials and to a much more limited 
txleni tbc police eonce\ the orders of the Government to 
iht jtoople in a hundred vvajs These two agencies aro the 
6ole representatives of Government over vast areas of the 
uunirj beveral other hjicciahml services exist, such as the 
c tabliBhnicnts for irrigation, roads and buildings, agriculture, 
ludustncs factories eoojvervtivc credit, etc , which are con 
trolled not b) the District ofliccr but by their own depart 
mental heads but m varving degrees the District olficer 
influences polic> m all these departments and ho is always in 
the background to lend support or, if need be to inedinto 
belneen a specialized scnice and tho people Indeed the 
Collector is in the eves of most of tlio mlnbitsnts of a Distnct 
the Government itself Ills prestige is ver} great and the 
ran„e of his influence wide He is visuaHj a fairly senior 
member of the Indian Civil Service, which has ahva>8 exer- 
tisod wider [lowers than anv piirclv civil service in the Pnglish 
sense Some District officers rise to the rank of Divisional 
Commissioner Executive Councillor and even Governor of a 
province Before the Befomis of 1019 tho Collector, m liis 
capacity ns the Prcxidenl of the District Ixical Board came 
into intimate touch with the duties jierformed by these Boards, 
and even twlvy has extensive powers of supervision \Uhou„h 
as the result of the constitutional refonns the fimctionfi of 
the District officer are bccoimn„ more purely advisory, the 
Collector is still the most imjiortant and most trusted repro 
sentative of tho (Tovenmicnt It is needless (o add that Ins 
post calk for rare qualities of integrity, judgment and 
decision 

§d Other officers In the District and their duties — 
Almost all the ndramistralive work of the Districts was 
originallj done b} the Collectors and their subordinates 
There are now , as stated above specialircd Departnionts of 
ndministration vvith their respective District heads, provincial 
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Heads of Departments and subordinate officers in the District. 
The more important District officers and their duties are 
noticed below. 

(i) The District and Sessions Judge is at the head of the 
administration of justice in a District and ' has both original 
and appellate jurisdiction in civil and criminal matters. 

(ii) The District Superintendent of Police is the head 
of the District Police force. He is, however, the assistant of 
the Collector for police purposes in the latter’s capacity as 
District Magistrate, and has to keep him informed of all 
matters of importance concerning the peace of the District 
and the state of crime. 

(iii) The Civil Surgeon is the chief District medical 
officer and is in charge of the civil hospitals and dispensaries. 
He is also the Superintendent of the District jail. A certain 
number of these posts are resented for the members of the 
Indian Medical Service. 

’(iv) Deputy Educational Inspector. — Until recently the 
District head of education was the Deputy Educational 
Inspector working under the supervision of the Educational 
Inspector of the Division. Administrative officers appdinted 
by the District Boards are now in charge of primary education 
in the district. 

(v) The Executive Engineer is the District head 6f the 
Public Works Department and is in charge of roads, build- 
ings and inigation works. 

(vi) Other Departments of the administration (e.g. coope- 
rative, agricultural, excise, forest, veterinary, public health} 
working in the Districts are also represented by their 
respective officer's. As pointed out above, although all these 
Departments are controlled by their respective heads, the 
Collector is in close touch with their general working and is 
indirectly influential in shaping their policies. 

§4. District subdivisions. — ^The District, being too large 
to manage as a single unit, is always subdivided for adminis- 
trative purposes into a number of subdivisions, and these are 
again divided into talukas or tahsils. The subdivision is in 
charge either of a junior I.C.S. officer called the Assistant 
Collector (known in the old Non-Kegulation provinces as 
Assistant Commissioner), or of a member of the Provincial 
Civil Service called the Deputy Collector (known in the old 
Non-Eegulation provinces as Extra Assistant Commissioner). 
These officers, like the Collector, combine in’ their person 
magisterial as well as revenue functions. The tah.sil or taluka 
is in charge of an officer called by various names', such as 
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inatnlildar (in Bombaj) talisildar (m Punjab) or mni.tjaTkar 
(m Sind) The t'lh'sildar has been nghtlj called the non 
tommis-sjoned ofliccr of the administration and discharges a 
host of duties including niagisttrial functions lie is m the 
closest touch uiih tillage oflicer* and the people, and is m 
most matters the inlcnncdnrt belnoen the District officers 
and tl e jvople D c tahaildar has his parallel m all the other 
sertices (c g the Inspector of Excise the Inspector of Police 
<.lc > 


\ ILLNGE AOMtSlSTUNTIOS 

|5 The origin of the Indl&n village community — \Ve 
tin\ come to the \iUage, which is the primary territorial unit 
of Government'll organization Eroin the village are built up 
the larger administrative entities the lahsil the subdivision 
and the District 

\8 no have said before’ India is a land of villages Tlic 
Indian village conimimit} owes its origin to diverse factors 
such as the need for cooperation m undertaking the difficnlt 
task of blearing the jungle for cwUivation and in securing pro 
tcction from hostile tribes and wild beasts A corporate 
village community nas also necessary for ndministering 
communal property and earning out collective social and 
religious activities 

§0 Village officials —We have alrcadv* indicated the two 
mam tjpes of village constitution and described the principal 
Village officials such as the headman (called bj various names 
I itil patel rcddi hmbardat etc ) the accountant (know n 
variously as the kiilkariii talati patwari etc) the chauki 
dar and the messenger TJiere was also the village parirhayat 
or council of village elders We have mentioned the rcspec 
tive duties discharged bv these village dignitaries who are 
in some provinces called ohifrt as distinguished from the 
balntes or village artisans and menials The village coni 
mnmty in India is very ancient but is not without parallel m 
other parts of the world— the medieval manor m I ngland 
the German mark and the Bussian oiir are obvious parallels 
Dut tbo cbaracteristic feature of the Indian village community 
has been its enduring ijuahtv and its persistence in the face of 
numerous political vicissitudes which was however, chieflj 
due to physical isolation and its corollarj the absence of 
central control 
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§7. Causes of village decay. — ^As the Decentralization 
Commission (1909) pointed out, the Indian villages formerly 
possessed a large degi'ee of local autonomy. The Central 
Government, owing to defective means of communication, 
could not effectively interfere in the affairs of the village. 
It did not concern itself wnth individual cultivators, but made 
the village as a whole, or some large landowner, responsible 
for the payment of the Government revenue, and for the 
maintenance of order. This autonom}’’ has now' disappeared 
owing to the establishment of local civil and criminal courts, 
the present revenue and political organization, the increase 
of communications, the growth of individualism, and the 
operation of the ryotwari system which is extending even 
in the north of India. All these factors brought about the 
decay of the old village organization, and the village pan- 
diayata languished in consequence of the policy of administra- 
tive centralization. Nevertheless the village remains the 
pnmar}' unit of administration; the principal village 
functionaries — the headman, the accountant, and the watch- 
man — are largely utilized and paid by the Government, and 
there is still a certain amount of common village feeling and 
interests. 

§8. Revival of village panchayats. — ^The Decentralization 
Commission devoted special attention to the advisability of 
fostering village government, and recommended the creation 
of panchayais in villages. The Government of India in 1915- 
laid down certain guiding principles. The Resolution on 
Local Self-Government of 1918 laid fresh emphasis on the need 
for developing the corporate life of the village as a step in 
the growth of self-governing institutions. Special Acts 
authorizing the establishment of village panchayats have 
been passed by tlie various provincial Legislatures. In the 
Punjab, for example, a Village Panchayat Act was passed in 
1921 , which places this ancient institution upon a modern 
legal basis and provides panchayats with powers to settle local 
disputes, and to take measures for im})roving the sani- 
tation of villages. Similar measures are in force in Bombay. 
Madras, Bengal, the United Provinces, Bihar and Orissa. 
The progress of constitutional reforms and the village uplift 
campaign during the last few years have further strengthened 
the movement. It is now realized that local self-government 
will not be successful unless it is firmly planted on the 
foundations of the ancient village organization. 

§9. Constitution and functions of villag'e panchayats. — 
The village panchayat or Union Board (as in Bengal and 
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l.rndns'J !<? an attempt lo recre'ite the -Milnfre n‘i the unit of 
self "overnment It has piri-sdiction oTcr a Mllape or a prmip 
of TilLicrcR Its primara function is to look after such mnttirs 
IS nelis and sanitation but it is sometimes entrusted svith 
the care of minor roads and the m-impcmcnt of schools and 
dispensaries and in Madras of villas'- forests and im^ation 
ivories In Mune proiinees it has also been pien power to 
dcil nith pettc cimI and cnniinal cases Lxcept in the 
United Iroiinccs nearlv all the members of a jaitchayat are 
elected iotin„ hein„ often hj nhow of hands The Mlhge 
[hitcl IS III IX ojficto member Tlie llombn \ct oinpowers 
Mlliq'e panel ayais to lci\ a house tav 

1 10 Prospects of the ttlHagt panchay&t — ^In spite of the 
eiTtrts nia le tu rciiie thit» ancient Milage institution pro^jrcss 
las been slou and onh a small ptrcentiRe of tlie Milages 
t n toast of 1 rcallj efllaent paichayai Difliculties tint 
1 1 to bu oicrcome are the pronleuce of illiteracj , Ignorance 
and fi ti n the poor resources of the Mlhgc folk tlieir rehic 
tanec t submit to fresh taxation cicn for their onn benefit 
and the lack of men of the necessar> inlelhgcDce integrity 
and force of chanirter * Persistent effort spread of education 
uni fiiuncial help bliould howeser ensure a progressive 
increase in the poner and utilit) of village panchayats 

MuMcirvt (t nnw v\d Rcrvl) AmfiN7STnvTiON a\d 

riNVNcr 

§U Progress of local self government — Governmental 
functions in India are exercised on three distinct planes 
(i) Central such as defen e currencj and customs affecting 
tho whole country <ii) ProMocia! such os land rCTemie 
excise foicsts and education affecting a jrovince and (in) 
Ijocal such as sinitation lighting roads and water supplj, 
nffectin„ tlic inhabit ints of a town District or talisil Cer 
tflin subjects like education nnd roads are of interest to all 
three authorities loi the proper discharge of the third tjjw 
of functions and for the comcnieuce of jieople U\ing in differ 
ent localities subordinate local bodies haic been set up bi 
pioiincial legislation In the evolution of local self 
goiernment in India Lord Bipon s Resolution (1882) on this 
subject IS of basic importance It stresses the great benefits 
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of a well-developed system of local self-governing bodies, not 
so much in the shape of an improved administration, as of 
the valuable training it affords in the art of self-government. 
The progress of local .celf-government was, however, very 
slow, and local bodies, especially in the rural areas, were 
subject to excessive official tutelage before the Reforms of 
1919. Since 1919 they have been enlarged and made more 
democratic and they are showing greater interest in civic 
atfairs. But the relaxation of official control has perhaps 
been too sudden. Poverty and communal strife have also 
militated against rapid. progress. 

§12. The Presidency Corporations. — Before reviewing the 
constitution, functions and finance of ^Municipalities and Rural 
Boards, a few words may be said about the Municipal Cor- 
porations at the three Presidenc}* towns, which were the finst 
to develop self-governing institutions in India in the British 
period. The CnriKirations of Calcutta, Bombay and Madras 
have been constituted under separ.ate statutes, each with its 
own specific power.s and privileges. The Councillors vary in 
number from 100 in Bombay (which has always led the way) 
to 61 in Madras, and are elected on a fairly wide franchise, 
busine.ss interests being given special representation. The 
Corporations have now their own elected !Mayor.s. These 
cities enjoy a considerable measure of freedom in the 
administration of their municipal affairs and have financed 
major .sanitation and water works by exten.sive boiTow- 
ings. Tliey command large re.sourccs. For example, in 1932-3 
the Bombay Corporation had an income of Rs. 3-00 crores, 
Calcutta Rs. 2‘29 crores and Madras Rs. 0-67 crores. It 
may be noted, however, that the city of Glasgow, which is 
comparable to Calcutta 'in population, has twelve times its 
income. 

In the big cities Improvement and Development Trusts 
have been in existence for mnny years, and loans are floated 
for such objects as the abolition of slums, the provision of 
open spaces, the construction of model tenements, the 
realignments of streets and the segi-egation of offensive 
trades. 

§13. District (raofussil) Municipalities. — The tmit of 
local self-government in other urban areas is the ^Municipality. 
There wrere 786 Municipalities in British India in 1932-3. 
Most Mrmicipalities now* have elected Presidents and .sub- 
stantial elected majorities. The percentage of nominated 
members has appreciably decreased. Since the Reforms the 
qualification for the municipal vote has been low’ered in every 
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proMWce and about 14% of the urban population enjojs tin. 
municipal fnnchi'-e The aoterj» are tisinll\ divided amon^ a 
certain number of wards There is a general bodj of mmu 
cipal couucillorb with an elected chainnin, a smaller bods 
knossn as the Managing Committee and seseral standing 
committttb to look after the different municipal activities 
'lliert IS al o i Municipal Secretara and, m bigger tossus, a 
Chief OfDccr 

§14 Municipal functions — Mumciiial functions are 
disidcd into tsso classes obligators and discretionars (i) The 
formtr imhide lighting public streets and places, rCmoMng 
noxious sc„etation exlingnislung fires regulating or abating 
offtnsise or dingerous trades acquiring and maintaining 
j lacos for tUe disposal of the dead constructing, altering and 
maintaining public fitrects markets slaughter houses drains, 
[rivns w ashing placc 2 > drinking fountains tanks, wells, etc 
obtaining sqppU of water registering births and deaths, 
public t iccination establishing and maintaining public bos 
pitals and disiiensanes establishing and mauitaining pnmara 
schools etc hi) fho principal discrctiomrj functions are the 
lasing out of public streets constructing and maiDtiiiung 
public jwrks gardens libraries museums lunatic as\l«ms 
rest hou cs dlnrmsalis and other public 1 uildings taking 
a census making a siirve> maintaining a farm or a 
factor} for the disposal of sewage and an} other me wire 
likel} to promote public pnfoti health convenience or 
education 

Willie possessing httU control over the details of 
administration the provincial Government holds the ultimate 
power of superseding suspending or abolishing a municipal 
council 

§15 Municipal finance — Municipalities arc given a w'ide 
choice as to the form of the taxes thev ma} levy The taxes 
levied bv the local authorities may be grouped under four 
mam beads (i) taxes on trade for example octroi duties 
terminal taxes and tolls (ii) taxes on property, for example 
taxes on houses ind their sites (and in rural areas the cess 
on land) (m) taxes on perfcon«. for example taxes on pro- 
fe'j&sowa wwA c&Wvnga nn pilginna on vnenvaH and 

domestic servants ijid (iv) fees and licenses Fees are cither 
for specific senicts rendered bv the Munieipaht}, such as 
scavenging fees or are Jartl} of the nature of luxurv taxes 
ind partly levied for purposes of regulation such as licenses 
for music vehicles, dogs and other animals There are also 
license fees for dangerous or offensive trades 
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The following table sets forth the principal sources 
of income and the main heads of Municiiial expenditure in 
British India : 


(In lakhs of rupees) 


SooncES or Incoiib 

1915-lG 

1932-8 

j Hr.\DS or 1 

! Exi’endituhe i 

i 1 

1 

1916-16 

1932-3 

Municipal Kales and 



General Adminislra- 



Taxes: Octroi 

Taxes on bouses and 
lands 

■ Taxes on animals and 

1,45 ! 

1.8T j 

1,51 

4,89 

tion and collection 
charges 

70 

1,08-0 

Public Safetv : ' 

1 

1 

vehicles 

21 

■i5 

Lighting 

43-7 

1 1,11-0 

Taxes on professions 



Police 

•4 

I -8 

> and trades 

Tolls on roads and 
ferries 

18 

81 

Fire, etc. 

1 9-1 

1 14-8 

17 

97 

15 

31 
i 2,03 

20 

Total ... 

i 63-2 

j 

1,20-0 

Water rate ... 

Lighting rate 

Public ITealth andj 



Consen’anev rates 

G1 

1,21 

Convenience — j 

1 1 

1 

Other taxes ... 

10 

1,G5 

Water supply, 
drainage and Con- 
servancy 


1 

Total rates and taxes. 

5,80 

12,50 

3.32 

1 4,82 

Hospitals and Dispen- 







1 


saries and Vaccina- 



Ecaiiznlions under 

5 1 


lion 

! liO 

1 91 

special Acts 

11 j 

I 15 

Plague charges, mar- 

1 

Grants from Govern- 

1 


Jeets. gardens and' 


ment 

&l 

! 84 

sanitarv 

60 

79 

Kent of lands, houses, 



Public Works 

! 1.12 

, 2,01 

etc. 

i 23 

51 

Piildic Instniclion 

02 

2,17 

Fees 

1 88 

99 

Cent rilmf ions for gene- 



Beceipts from mar- 

1 


ral purposes 

27 

05 

kets and slaughter 



Miscellaneous : 



houses 

1 47 

93 

Interest on loans ... 

77 

: 1,79 

Other sources and 



Other inisccllaneons 



miscellaneous 

j 85 

1,30 

expenditure 

! 43 

' 1,07 

Total Income ... 

j 8,07 

17,27 

Total Expenditure ... 

1 9.12-2 

. 17,15-0 

Extraordinary and} 

Dell-. 1 

j 0,44 

21.82 

1 

Extraordinary and 1 

Debt : 1 

0,33-0 

i 21.70-0 

1 

Grand Total ... 

j 15,11 

i 

39,09 

Grand Total ... 

15,45-2 

1 

1 38,85-0 


IxcJDKS'CE nm Head 

I916-1G 1932-3 

Hates and Taxes ... Bs. 3-5-9 Ks. 5-8-2 

Total ineomc, excluding 
Extraordinary and Debt. Hs. 5-0-3 Es. 7-9-3 

Since the total income, indicated in the above table, is 
distributed among as many as 789 Municipalities (including 
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tho tliree bi? rrc’iiltncN Coqwitions), it obMou^ tint tlie 
a\cri‘re Miinicipaht\ in Iinln is %en poor in re-wiircos Tlip 
main source of income is rates and taxes, \%luch accounts for 
alKjut tveo tliirds of tlic total mumri{nl reienue llie rcimm- 
in" one tiurd !*> dinved from munKipal property , contributions 
out of jiroMiicid rtienuf* ami mi-»ce!litieoii5 source^ 

Ihc bv\'u.''t Items oC cxjwnditure, as the table shows, are 
^onKTianiv and pubht. works, water supplj, draimgo and 
educaiicm MunuipalitieN are often iinalde to meet their 
cx|)cnditurt from ordimrs revctioes and have generalU to 
borrow mone\ oitlier from the Government or in the open 
iiiirket for t irrimg ont large projects in connexion with 
wittr Mii)pK and driiniRc works 

UO Rural Municipalities: the District Board. — In all 
the provinces except \ssam the most important unit of sclf- 
gocoriirnent in rural areis is the District Board, the juris- 
diction of winch 19 cotenninous with the District It iim> he 
compared in composition and powers with the r.ngUsU County 
Council, though tho area and jiopiilntion for which it is 
rcsjonoihlc arc, as a rule, far larger than those of an I'nglish 
ndministrative county The majontv of the members ore 
elected on a franchise which, though greatly extended smee 
the reforms of 1^11. even now gives the vote to little more 
than 3 2% of the iwpulation The chairmon is elected, e\- 
cipt in tho runjnb whore although tho option to ask for 
llu privilege of election exists onh a few Boards liaie 
exercised it Huh result has been attributed to tho feeling 
tint the District ofTiccr could generally he trusted to he freer 
frum communal bias tlnn an elected diiinnan 

§17 Minor rural bodies.— Within the area covered by 
the District Boird there arc minor authorities varving in 
name function and composition from province to province 
The Local Taluka or the Circle Board exists in all provinces, 
except m the Punjab and the United Provinces It has juris- 
diction over part of a District and is a Bubordinatc agency of 
tho District Board except in Assam, where it takes the place 
of the District Board II is composed in the mam of elected 
members and. as a rule, clioosca its own chainnan AH the 
eJertrd aT i}fp Djsf.nwr jn .e.wJ 

Bengal, and two tliirus of them m the Central Provinces, are 
cllo^en l)^ the members of the Tnhika Boards In Bengal, 
^fadras, Bihar and Orissa there are also Union Committees 
§18 Importance and functions of District Boards— 
only about 11% of tlie population of British India lives in 
towns, the vast majority of the people do not come within 
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the scope of urban municipal administration at all, and are 
only aware of the District Boards, or rural j\Iumcipalities. 
In 1932-3 there were 1.324 District Boards in Britisli India 
(including 451 Union panclwyafa in Madras). 

, The functions of the District Boards are much the same 
as those of Municipalities, allowing for the different conditions 
of town and country, and the }>owers of control and inter- 
vention are similar. In ^fadras. the Boards have power to 
construct and manage light railwa}"s, and the Tanjore Board 
actualh' o]>erates 134 miles of railway. 

§10. District Board finance. — ^The main soui'ce of the 
revenue of rural autliorities is a tax or cess (shown under 
■“Provincinl Bates’ in the following table) levied on the annual 
value of the land and collected with the land tax, though this 
may be and often is supplemented by taxes on companies and 
professional men, and by tolls on vehicles. Beceutly there has 
been a tendency in some jirovinccs either to increase the 
general rale, or, as in Madras, to add new cesses for specific 
local purpose-s such as elementary education. The rates of 
the cesses are left to the discretion of the local bodies, .subject 
to certain maxima and minima laid down by the provincial 
Legislatures. The limits vary from 1)}% to 121%. A vert' 
large j)ropor(ion of the revenue of the Bural Boards consists 
of subventions from provincial Governments. These are 
given not only as grant«-in-aid for particular .services, but not 
infrequently in the form of capital sums for the provi.sion of 
works of construction. 

The subjoined table indicates the principal sources of 
revenue and items of expenditure and the aggi-egate revenue 
and expenditure of District and Local Boards in British 
India : 




(In lakhs 

of nipccs) 



Isxowr 

(excluding b-ilancc') 

1915-10 

i 193-2-3 
\ 

I 

E.vrrs'DiTcrnK 

im-iG 

1932-3 

I’rovincial rates 

3.39 

! C,12 

Education 

1,82 ; 

5,91 



Civil Works 

‘!,1G i 

3,70 

Civil Works 

l,-}3 

; i,9t 

1 

Sanitation, Ilospitals, 
etc. 

70 ’ 

1.93 

Other sources 

2.0S 

; 

Debt and Miscellanc- 






OILS 

l,-32 1 

,3,57 

Total ... 

’ 7,50 

i 

; 

i 15.51 

i 

} 

Total ... 

8,00 ; 

15,11 




1915-10 

1932-3 



Incidenxt. per Head ... Be. 0-5-1 Be. 0-9-5 
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Tlie tnblc «hons in increa<w of income from 

n<i 7 50 crore's in lOlo 16 Jo J{<i lo 51 crores m 19'12-3 But 
as tins income ius to f>e ilividcd among 1 324 Boards, the 
povertj of the average Board stands out clearly Indeed the 
rural District Boards are even wcikcr financially and have 
shown Ic 3 progress than the virlan MitnicipaUtios 

§20 Inadequate resources of local bodies, and their Im> 
pPOTCment — The question of local finance has come into 
increased {ronunence since the transfer of local self govern 
nient to the Ministers (1921) Considering the devolution of 
jicners tint has taken place and the wide range of functions 
— intlndmg public health ami education — assigned to Munici 
palitKS District Boards and pancliayais the resources of 
tliP'o bodies at present are utterh inadequate It is im 
po iblo for them to reach modem standaids unless thev liave 
more monev \part from the lovr lavable capacilj of the 
peiplc and their alleged uiminingness to tax theinbolvcs 
another difficultv is tbit onlv a ver} small share of the 
taxation of Knd (vvhicli in other countric-* like England is tlic 
principal sonree of local finance! h allotted lo local bodies 
He luxation Enquirv Committee Ins nghtlv pleaded for the 
standardization of lind revenue at a low rate so as to kave 
mtre scope for local taxation The same Committee has also 
recommended fi) empowering Moniciiahtiis to tax adrertise 
mints extending the scope of taxes on entertainment and 
betting and giving local Iiodies a suhstantial share of the 
proceeds (lO empowering local bodies in selected areas to 
lew a fee for the registration of marriigcs and (lu) supple 
inentmg the resovirccs of local authorities bj subsidies which 
ordinarily should he restricted to services of national imi«r 
tance and granted in snvh a wav as to enable the proTincial 
Gorernmint elTectnelT to enforce efficiencv 



PAET II 

TYPICAL QUESTIONS 

CHiVPTER I 

RESODECES AND POPULATION 

1. Consider India's advantages and disadvantages in respect of 
geographical location. 

2. Draw a sketch map of India showing the principal harbours and rivers. 

il. Describe tho principal natural regions of India and emphasize their 

characteristic features. 

4. Show tho vital importance of rainfall to economic life in India. 
Briefly dcscribo the course of the monsoons in India. 

5. Draw a map of India to indicate the distribution of the rainfall in 
the ditTerent parts of the country. 

6. Give a classification of the soils of India, and mention their chief 
products. 

7. Do you consider India’s mineral resources ns adequate for industrial 
development on modern lines? 

8. Describe the principal minerals mined in India and indicate their 
distribution by means of a sketch map. 

9. Indicate the economic potentialities of forests in India. Give a short 
description of forest administration in India. 

10. Explain the part played by the vegetable and animal resources in 
tho national economy of India. 

11. What are the principal sources of power available in India? Con- 
sider in this connexion the possibilities of hydro-clcctrio development. 

12. What is the average density of population in India? Wliat inferences, 
if any, can you draw from average den.«iiy with regard to the economic 
cxindition of the Indian people? 

13. Wiat aro the factors governing density of population in the ditlerent 
parts of India? lilustralo your answer by means of a sketch map. 

14. Give tho principal statistics hearing on the occupational distribution 
of population in India, and comment on them. 

15. Account for the fact that barely 11% of the Lidian population lives 
in towns. Hoa' would you bring about a more even distribution of the 
population between town and country? 

IG. Tho Indian birth-rate is one of the highest in tho world. Wliat are 
the economic consequences of this fact? 

17. 'Tho Indian hirth-rato is high, hut so also is the death-rate. There- 
fore thero can bo no question of over-population in India.’ Do yon think 
this is a valid line of argument? 

18. Stato and explain tho peculiarities of the death-rate in India. 

19. Consider the remedies for over-population in India under the two 
headings (i) deliberate restriction of numbers; (ii) indirect remedies. 
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ivnoDicnoN to l:co^oMICS 


20 indifiie Of ra«u» Ifalnw «i3il wuoniic ^f«ts c! t>) tbe 
fi*te ijjlcTJ, (i*j thp j^iut ftmilr •vftcin *nil (nt) Jbe of jnhfriUnic 
anJ rurrrs'ion >□ India 

21 Trace tlie inPuence ©f Aerteni indiTtdualiani t>a tbe cbaTartenalie 
aerial iiiilitutich* III Irdia 

22 It tirre anv coskxioo between Indian afiiilualitT a&d tbc ero&ORiic 
bacVw-ardneai ol India* 

23 riaraine thi*iofli3ence of aocial and rtligiouj jQttitoliona on economic 
li/e in led a 


CIIAITEK II 


ECONOMIC TIUN^siTION IN INDIA 


1 Wliat It meant bv isviuk that India la pa'iin^ through a tlago 
of iwuoioic Iranirtioti* 

2 Compare the ecoaoaii transition in India with the InJittnal iJevo 
iutii n in England 

J In what reapeett doet the old economic order di/Ier from the new 
m lud^a*- 

lJe« ribo^tha muti (<a‘nTfa of the aoeial and economvj oreaniTstw * 
of the oil Milage community in India Vaa»*'a 

51o>? has the economic transition atl^clcd the Indian Tillage* 

N C One a abort account of the old Ttllaer crafta and indicate tirir 
present fwsitioa 

7 si ow h) meana of aaiiaUe illnatratios* the varying aneceaa mth 
which the different Tillage artisana id India have met the foreet of the 
economic traaiitico 

8 lodieata the transition tn Indian agriculture and show how it has hcete 
ccmmercializcd 

9 Trace the progress of rurahzation in India and indicate the main- 
Tansee goveming rt 

^0 In the past India wai both a great indastriil ai well ai a great, 
agricultural country Comment 

vO Arcount for the dccar of lltc old indigeDOOR iCdoatries of India 
13 Jleview the courso of the transition in Indian industnca, indicating 
the progresi made by orgsDized mdotlnei oI the western type (‘Ve also 
ch iv) 


ciiArxEn III 
AGKICI LTLIfE 

*l Discuss the importance of agricolturc aa the chief national occupatkiir 
la India * 

2 What are the principal ataile projocla of Indian agnciilliiret 

3 Draw a crop map of India and account for the specisluaticn of 
the seve^ regions in the difUrent crops 

^ Do you find any legitimate cause lor alarm iQ the teodency for Uie 
non food crops to encroach on the food crops in India? 

6 Qire a bnef aeoount of the augai tadnatry m India 
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G. Indicate llic efforts tlint arc being made to improve the qualitv of 
Indian cotton. 

. 7. Examine tbo p.-trl played by irrigation in India and show how it 
is an important factor in India's rural economy. 

8. What arc the different forms of irrigation prevalent in India and 
what do yon consider to be their relnlivc importance? 

♦ f>. Give a brief dc.scriplion of the Canal Colonies in the Punjab. 

10. Eeview tho irrigation policy of (he GovernmSt and mention some 
of the recent major irrigation works, 

11. Explain the distinction between prodoctivc and unproductive irrigation 
works, and indicate the objects of eacli of tbem. 

12. What arc tho causes of the low agricnlltiral yield in India? What 
measures would you adopt to bring about an improvement? 

‘One of tho greatest handicaps of Indian agriculture is the endless 
subdivision and fragmentation of land.' Comment. 

Show Ilow consolidation of holdings has been effected in the Punjab 
am) indicate its bene fits. ^ 

■15. What are the strong points and the special weaknesses of the Indian 
cultivator? What arc the directions in which improvement is to bo sought? 

Describe the methods followed and the imidcmcnts used by the Indian 
cultivator. IMial improvements would von suggest? 

Explain the live-stock situation in the nirnl areas and show how- 
tile quality of cattle could be improved. 

’’ IS. Consider the problem of subsidiary industries in Indian rural economy 
39. Discuss tliQ uses and limitations of hand-spinning as a subsidiary \ 
rural industry in India. 

20. Examine tbo question of the marketing of agricultural produce in 
India. • 

21. Wliat is the appro.ximate amount of rural indebtedness in India? v 

Explain why you regard it as a serious evil. 

V 22. What are tho important general causes of rural indehtcdncs.s in India?^ 
23. Dcscriho the money-lender ami his system and account for the high 
interest rates charged by him. 

What measures liavo been taken by tbo State to safeguard tlio^ 

mtc-rcsts of the agricnltiirist borrower in the different provinces? 

^'‘'2-5. What steps have been taken so far for remedying the evil of rural 
indebtedness in India? Have you any suggestions to offer in this connexion? 

2G. Trace the progress of the cooperative movement in India betweea . 
loot and 1912. 

27. What are the principal developments that have taken place since 

1912 affecting the cooperative movement in India? 

^23. How far has cooperation helped the agriculturist to improve his 
economic position?^ • ■- ' 

29. Mention the principal forms of non-agricultnral cooperation in India 
and rmphnsiro its value to cottage indnstrics, (See also ch. iv.) 

30. Give a reasoned estimate of the co-operative movement in India. 

31. How would you solve the problem of long-term rural finance in India? 

32. Give a brief account of Land Mortgage Banks established in India. 
How arc these banks helped by the State? 



IVTKODICTIO’C TO ICOVOMICS 


»C3. In «Lat JilT<Trnt way* ka» tlie Sut* come to the ajJ of afrieolture 
an India* 

31 Tra-T the cro'o’ioa of the aBncoltunai dc/varlnienla m the {'roTinre* - 
anl descnU* tbcir fuiictior^ 

3^ Write abort notes on (i) Imperial Council of Agricultural Ilrararcb, « 
<ij) IVoTicnal ItKarJa of Fcnocmi*. Esqu ry 

3f \Slai are »bt pttncipal item* of rural uplift aai Low \a it lo be ^ 
Irotighi al-riul* What* do you Inow of (he OorgioQ erpenment* 

37 Giro a abort liwtory of Land Ilcreoae in the pre-TtriUah period and 
explain the roam changes effected dnnng (he Ilritiah period 

What la a Land lierenue Settlement* What arL the mam aratema 
of land rrreiiBe ae’llemeTiv preraSent »n India* 

?J Cooiider tlio relatire inent* of (he eatmndari and the ryotirari 

(0 Whf la It that lermanent Stltlcinent hat romparalireir ferr adrocatea 

41 Exatnma the haais of aaseaaoient under the diHercnl land menna 
arstems in India 

42 Write notes on (a) (he <|jeati»n of land ounertbip in India, (ii> 
lanl revenue a tax or reoll (in) legialatire control over land rcTcniie*^ 
•oi (i*) the proper acale of land rcreooe atteitnint in India 

43. now far does the Ricardian theory of tent »rp1v to the land reveou'hf 
in India? ' 


cnArTPR r\' 

IVDCsTRUL I>F\ ntiOPMrXT 

1 Fxifflioe the bcnelits rrhicli mil follow m the wake of Induitriat 
development in Tnlia 

2 Account for the industrial barkwardness of India and revievr the 
Industrial policy of the ^late 

3 Gilo a brief account of the events uhicli led to the adoption of the 
policy of discriminate protection in India 

4 Describe the fiinclioiM of (he Tariff Hoard and mention the principal 
industries to viliich prntcrlion has been granted on the recommendaliMH of 
the Board 

5 Fmphasixc the valie of (eebmeal and industrial education in 
India 

6 DcscribL the functions performed by the provincial Departnicnfa of 
Industries 

7 How IS Oovcrnnicnt patronage extended to Indian mduitries? 

P Draw an industrial map of India and account for the localization of 
the principal manufaclQnng toduelncs 

9 Give a brief account of tlie cotton and juto- mill induatrics and 
bring out their strong anl acak pointa 

10 hxplam the mam proiisioxis of the lodo-Japsncso Trade Agreement 
Why was it considered necessary? 

11 Give a alioTt history of the iron and atetl industry and Indicate 
(la present position 
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T2. Write brief notes on the following Indian indiiRfries : (i) the tanning 
industry ; (ii) the chcinicnl industries; and (iii) paper-making. 

13. Account for the surrival of cottage industries in India. 

l-I. De.Rcribe the principal cottage industries of India and indicate tlie 
difficulties exi>erienced by them. 

15. Give a brief account of the Indian hand-loom industry and discuss 
its present iwsition. 

IG. What is the present position and the future prospects of the seri- 
ciiltural industry? 

17. Describe the various methods of helping cottage industries. What 
measures have recently been adopted by the Government of India in this 
behalf? 

18. Indicate the peculiarities of the factory labourer in India, and com- 
paro his jwsition with that of the wcsteni worker. 

19. How far in your opinion is tho complaint regarding scarcity of 
industrial labour in India justified? 

20. Review tho labour legislation passed in India, and clearly show the 
nature of the protection afforded to the worker. 

21. Write brief notes on: fi) indiislrial housing, and (ii) welfare work, 
in India. 

22. Give a brief account of the Trade Union movement in India and 
indicate tho difficulties in its way. What is the legal position of a Trade 
Union in India? 

23. To what causes do you attribute the relative inefficiency of the 
Indian industrial worker as compared with tho western labourer? 

21. What provision has been made to bring about tho settlement of 
industrial disputes in India? 


CHAPTER V 

TRANSPORT AHD TRADE 

1. Give a brief account of the elato of communications in India before 
the advent of railways. 

2. Givo a brief history of railway construction in India, showing the 
changes in tho policy of the State from timo to time. 

3. Distinguish between the old and new Guarantee Systems. Why was 
such a guarantee ncce.s8ary? 

1. Wliat were the principal recommendations of the Acwortli Committee, 
and how far were they accepted? 

5. On what grounds is tho State management of railways in India 
advocated ? 

G. Examine the economic effects of railways in India and emphasize 
tho need for further development. 

7. Give a short history of roads in India and indicate the main features 
of her existing road system. 

8. What is tho importance of road development in India? What 
measures have recently been taken to expedite it? 

38 



ivrnonucTioN to fcosomics 


9 Oird in idfi of lli» nit tfitmt ro*<l ronlroirfrsT. Oiv^ your own 
eorxludons on tbiii ro&tnnmy 

10 IVw^ribo the orginuation of the l*ut>lic Worki Z>epartmrnt in Iiidit. 
both at ibe Centre and m the {<rovu>eve. 

11 Whet are the main di\i«iOise of puUie Hork^ in India, and ban 
ate they managed? 

Id I)i«ru*i tbi [-rrtent po*itinn ant the futon pnvpceta of walerwara 
in India 

13 What has been done ao far and nliat more ruull be done for the 
cocouragetnetit of abipping and abipbuiUin^ in India? 

II Cnee a brief account of t)>e development of India a foreign trade. 

IS Hovr does India s foreign trade at pn-«<nt dil^er from her foreign 
trade iii the pre-Knlith daye* 

If Indicate the effects (i) of the W<.fld War (101<-18), and (ii) of the 
eeuDunio dej ression (1920-35J on India a foreign trade 

17 What are the mam characteristiea of India a foreign trade* 

IH Indirale the principal artwles of (■) the imjairi. and (it) the export 
trade of India, and shoa tlieir relatiee importanre 

19 Heview the change* in iIk- direction of India a forugti trade lietween 
and 

SO Discuss the relatire position held hx the Dmied Kingdom and other 
eountnea in the foreign trade of India 

21 W'nt« brief cote* on (■) the reexport trade of India; (ii) tlie Ian !• 
frontier trade, and (iiO oommercial intelligence 

23 DxpUm Nthx India hat normally a (aToorable lialanco n{ iridi 
ladieato the rhang<<* in her balance during tbo recent yean of eranoinie 
deprcsiion 

33 What are Ilome charges* Explain and rrilicire the dram’ theory 

3i Qixe a slwri avcount of (i; live eoa*liog trade and (\>) the inland 
trade of India 

23 Mentmii the principal trade centre* of India 


cnAiTFn VI 

INDIAN rCRRENCl. I’RICES AND DANKlKa 

1 Oixe a brief history ©1 tlie ‘hUer fttandard in India during the last 
century Whr »as it absDdone<l in 1893? 

3 Examine the principal featorrs and the mechan>*ni of the Gold Ex* 
cliange Standard before 1911 IIov was it upset donog the star period 
(1914 19)T 

3 What kro Rererse Council* and Council Ditla? W’hat purpose do they 
lerte? 

4 Explain the schnne of the Gold Bullion Standard at recommendetl 
by the Hilton koimg Comniisiuin Ilosr far seat it given effect to by the 
currency legislation of March, 1937? 

6 Itou and nliy sias the mpeo linked to aterling at Is C<f Jn Scpteni* 
her 1931? 

( What do you tiDderstand bv the ratio oontrrrt-eriy? 
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7. DiRcuss tlio mnin issues raised by; (i) linking of tbe rupee to 
sterling; and (ii) exfxirl of gold. Bo you favour the prohibition or regulation 
of gold l-xjrarts? 

8. How was tho Gold Standard Eesen’e established ?’ Wiat were its 
main functious? 

(1. What is tho present monetary standard of India? By what authority 
and how is it administered? 

10. Describe the Paper Currency System in India before the war of 
19L4-18. How ^^as it affected by that war? 

11. Give a brief historj' of the Indian Paper Currency Ilcserve. 

12. Indicate tho existing arrangements for tho issue and regulation of 
paper currency. In what respects do these constitute an improvement over 
the earlier Eystem? 

1.3. Eeview briefly the movements of Indian prices before tho war of 
1914-18. 

14. Why did price.s ri«e in India during tho World War?. How did 
this rise affect the country? 

1.7. Accoimt for the slump in price.s during the last few years. How has 
it affected the Indian agriculturist and other classes? • 

1C. Describe tho 'principal constituents of the Indian money market. 

17. Give a Blmrt history of indigenous banking in India and examine 
tile functions perfonned hy tlie indigenous banker today. 

18. Suggest lucnsiircs for Etrenglhcuing the indigenous hanking system. 

19. Give a brief review of joint-stock banking in India. 

20. Givo a short account of the establishment of the Beserve Bank of 
India. What advantages is it expected to confer on the coimtiy? 

21. Describe (bo constitution and functions of the Reserve Bank. How 
is it managed? 

22. Show liow tlio Ri'Scrve Bank can control other banks and make its 
credit jxilicy effective. 

23. In wliat ways can the Re?erve Bank assist in the financing of Indian 
agriculture? 

21. What aro the duties of the Rcscn’c Dank as bankers to the Govern- 
ment ? 

25. What arc tho functions of (he Imperial Bank of India? How is it 
relafed to the Ecsetwe Bank? 

2r>. Describe the hnsincss transacted hy the Exchange Banks in India. 

27. What steps would you take to incre.ase the share of Indians in the 
financing of the foreign trade of India? 

28. Examine tho funelions perfonned by the Joint-Stoyk Banks in India. 
Mention the names of the leading joint-stock banks in the country. 

29. Discuss tho cause.s of bank failures in India. What can be done to 
prevent, such failures? 

30. Givo a brief, accoimt of the Indian Postal Ravings Banks. What 
purjiose do they fulfil? 

31. Why are industrial hanks, necessary in India? Show how they should 
be organized. 

32. Account for the hoarding habit in India and suggest means of 
fighting, it. 
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iNTUomctioN TO rcosoirics 


CHAPTER \il 

1 I( dicau iti« Duta of Ituliaa iln&DM 

J '•Utr and dtvuM iti^ n am hr«J< of rcTrnuo in the Central Budget 

3 UiTO a Itnel hutnr} of the cDtUrntt larifl in India and indicate the 
tnim rhangee since UK 

4 iij Huw It ibe income tax grsJaated in India* 

uit \Mat ate Uo iustifieation far ant objeetuiot to the aalt tax? 

6 Wnie a brief noie rn the pnnnpal heads of lereove and expenditure 
in tlio budget of a provinei Is the proTin ial rerenoe adequate for pro- 
Tinrial needs? 

G Write brief notes on (i) excise revenue and polic?, and (ii) fcheJuIrd 
Ul«t 

7 What are (be eritieisms to wh e!i public expenditure in India it 
ntnallj aubjreted? 

H Wbat It netnt by the biinlrn of taxation f la it evenly dittnbuicd 
in India? 

9 Kovc has Ind an finance fated dnnng the recent ycara of dcpresnotv* 

10 (live a bnef acenunt of (bo public debt in India 

11 Comment on the distr button of tho ]ublic debt aa Wtween (i) England 
and India and (n) productire and nnf>ro<1oc(iTa loans 

12 Otre a ahon hutory of tlie financial relationa bctirren the Central 
and I roriBoal Ootemmet (« 

13 What wai the Meston Atrard? Wliy was it ao Dspopular? 

II Oire a short account of Indian finance under tha neur federal conitl 
tutioa 

15 Whaf da ran knoH of the Niemeier financial settlement? 


CHAPTER \XU 

RATlONAIi ISCOME AHD CNPMriiO\MENT 

1 Mention the principal estimates of the nations! income of India 

2 Wbat aro the mam general causes of Indian poverty? How baa it 
aSected the itindard of living and effirimcy? 

3 Indicate the relation between did and efficiency in tho vanoua pro 
vincet of India 

4 Diituiguitfa between tbe vartons forma of nnemplorment in India 

5 Compare unemptoymrut among iDdnitnal workera in India with that 
m vrettem eonntriet 

C V>Va\ vXve wMts s< wvviAWcXvsa in Indva? Vihat 

remedies would you adopt? 

7 Examine the recommendatmas of the United Provincet (Sapni) Un 
employment Enquiry Committee 

8 \Vbat are the causes of famine* in India? What meamet have 
been adopted for the preveotirn of faminea? 

9 Give a brief history of famme relief In India 

10 Devcribo tbe principal featotes of famine relief organization in India 
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APPENDIX 

DISTKICT, VIDLAGE AND MDNICIl’AL lUBBAN AND KUKAIi) 
ADAnNISTEATION AND FINANCE 

1. Show how the District is the most important unit of administration 
in India. 

2. Explain how the authority of the I’rovincial Government is exercised 
in the Districts. 

3. Mention the chief duties of the District officer and show hovv he 
has a dual capacity. 

4. What are the jxiwers and dutic.s of the Collector with reference to 
the Sitpcrinlcndent of Police and other important officers in the District? 

5. ^^'haf is tlio justification for saying that the Collector is, in the 
eyes of the people living in a District, ‘the government' itself? 

G. Mention Iho principal officers in the District and describe the duties 
pcrfonnctl by them. 

7. What are the various administrative subdivisions in a District? How 
is their administration carried on? 

8. Show how the Indian village is the primary unit of governmental 
organization. 

9. How did the Indian village cominnnity orise? How was it kept 
together? 

10. Mention tlic principal village officials in India and descrilio their 
duties. 

11. Wliat are the causes of the weakening of the Indian village organiza- 

lion ? ' 

12. Clearly explain the necsl for the revival of village jmnclinyatf. How- 

are (hey constituted? Wliat are their fiincfiotis? , 

13. Eeriew the movement for the revival of village pnitchayaU and' indi- 
cate the difficulties experienced by these bodies. 

14. What is local self-government? Give a brief review- of local self- 
government in India. 

15. Wrifo a noto on the Municipal government of the three Prcsidcncy 
lowns in India. 

IG. Give a short account of the functions performed by Municipalities 
in India. 

17. How- is a Municipality constituted and managed? 

18. What arc tho principal sources of income of a Sfunicipalilj ? 

19. Enumerate the items on w-hicli mnnicipal funds are expended. 

20. Give a brief account of the organizatinn of Itiirnl Boards in India. 

21. Examino the constitution and /unctions of a District Board, 

22. Wiat aro the chief sources of revenue and ex[icnditurc of District 
and Local Boards in British India? 

2.3. Comment on the poverty of local bodies in India. How would you 
strengthen their resources? 



